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Above, Barber 324-B Automatic Con- 
version Burner. Tested and certified 
by AGA Laboratory under new listing 
requirements. No. 49-113-B Barber Automatic Burner Assembly 


The Name “‘Barber’’ Spells the Best 
in Gas Conversion Burner Value! 


Why? Not only because Barber puts the entire production costs into 
building a burner which will do the best job for the user—and not into extru 
“trimmings” which are of little practical use— 


But also, because the exclusive Barber combustion principle, of im- 
pinged air-activated jets, and direct "scrubbing" application of high in- 
tensity flame on walls of fire-box, (no spreaders or refractories), is the 
most effective and efficient of all conversion units. No other burner burns 
like a Barber— 


And because Barber does not merely jam an "all-purpose" converter 
into all sizes, shapes, and types of furnaces or boilers, but offers amply 
sufficient sizes, both round and obiong, to meet the combustion chamber 
requirements of any job. (Also the proper construction and jets to burn any 
specific type of gas.) This means, in brief, engineering the burner to the 
job—and anyone who thinks that is true of every conversion burner is mis- 
taken— 


And finally, because Barber, in business for a third of a century, can 
only afford to put out the kind of conversion burners and appliance burners 
(for hundreds of diverse appliances)—that will adequately do the job 
expected of them. Buy Barber and you buy the best. A Barber dealer is 
your real friend on gas service! 


Write for latest Catalog showing all models of burners for Appliances, 
also Conversion Burners, ond Controls. 


THE BARBER GAS BURNER CO., 3682 Superior Avenue, Cleveland 14, Ohiol ett 


BARBER BURNERS - 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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(200 or more copies) 
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ceived within 30 days 
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WASHINGTON OFFICE 
for quotations. 
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tands for Federal and state regu- 
lation of both privately owned and 
erated utilities and publicly owned 
and operated utilities, on a fair and 
mondiscriminatory basis; for nondis- 
timinatory administration of laws; 
1 equitable and nondiscriminatory 
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etuation of ‘the free enterprise sys- 
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it is not under the editorial supervi- 
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Here’s the easy way to get a complete, standardized inventory control sys- 
tem—without burdensome research by your staff. Every item of materials 
and supplies is properly identified, classified and coded to eliminate errors 
and duplicated efforts. 

Naturally, this system will be adapted to your needs and parallel your 
present procedures. What’s more, it will be automatically self-perpetuating. 

Let us give you a closer look at the labor-saving efficiency you can expect 
from simplified paperwork, elimination of needless steps and improved 
cooperation between departments. 























AUTOMATIC INVENTORY CONTROL 


e Working stocks reduced with safety, 
yet adequate stocks of each item main- 
tained at every store point. 

e Turnover increased and investment re- 
duced. 

e Duplicate stocks eliminated and obso- 


lescence minimized through interchange- 
able-item cross reference. 

e Efficient salvaging guided by an al- 
ways-up-to-date manual. 

e Physical inventories cycled to elimi- 
nate work peaks. 


NEW OPERATING EFFICIENCY 


e Centralized unit and purchase control 
automatically, takes care of company- 
wide needs. 

e Storekeeper’s paperwork held to mini- 
mum, giving more time for housekeeping 


and service to operating department. 

e Automatic monthly budget reporting 
by class of materials in dollar values for 
top management reference. 


FAST, SIMPLIFIED ACCOUNTING 


e Over 75% reduction in unit pricing, 
stores distribution and other paperwork. 
e All postings cross-checked for proof. 

e Complete Journal Voucher of stock dis- 


bursements within five days after closing. 
e New speed and accuracy in recapping 
materials for plant unitization. 


call Mferningtorn. Fkarul. 


Ask your local representative or send coupon to see a complete file on this subject. 


Management Controls Reference Library 


Room 1174, 315 Fourth Avenue, New York 10, N. Y. 
Please send me on ten-day loan your file MC-729 on the stand- 


ardized unit inventory method for public utilities. 























NLESS most congressional observers 

have been led into error, the St. 
Lawrence seaway-power proposition is 
due to go over another year without final 
adoption. The tip-off seemed to come 
when members of the House Public 
Works Committee decided to knock off 
a while, from their busy grind in the na- 
tion’s capital, and take a little airplane 
tour of the whole Great Lakes drainage 
basin. 


SINCE this would seem to mean that 
the Congressmen have to reorganize 
their thoughts on the basis of what they 
have seen, the chances are very good that 
the committee may not even report a bill 
until too late in the session for House 
action. Over on the Senate side, Chair- 
man Connally of the Foreign Relations 
Committee is too wrapped up in “the 
great debate” over foreign policy to be 
giving the St. Lawrence proposal much 
thought. 


But while the perennial plan to de- 
velop a deep-water canal connecting the 
Great Lakes to the Atlantic, with inci- 
dental hydroelectric development, thus 
appears sure to grow one year older, it is 
even more certain that it will not dis- 
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appear from the arena of congressional 
controversy. On the contrary, we can 
expect that the promoters of the St. 
Lawrence seaway will be back in Wash- 
ington next year as earnest as ever. The 
growing fear that the great iron ore de- 
posits of the Mesabi range in Minnesota 
may be nearing exhaustion has given the 
seaway advocates a new and strong 
argument. But to the “upstate” New 
Yorker the main feature of the contro- 
versy will be the possibility of hydro- 
electric development. 


oR twenty years there has been a 

New York State Power Authority— 
an operating commission without a plant 
to operate. Annually this board has 
made its studies and sent in its reports 
in compliance with its law. Year by year 
it has functioned in anticipation that the 
day would come when it would fulfill the 


. real purpose for which it was created. 


It is New York state’s misfortune, per- 
haps, that most of the argument and most 
of the opposition to the combination sea- 
way-power project has been in the ma- 
rine department, so to speak. There has 
been little question that the hydroelectric 
features, per se, were both feasible and 
desirable. During the last few years, 
New York state has attempted to “go it 
alone.” It has offered to pay for every 
dollar of the American share of the joint 
New York-Canadian investment needed 
to build and operate the power plant. So 
far, the Federal government in Wash- 
ington has refused to acquiesce. The sea- 
way supporters have also hesitated to let 
the important hydroelectric feature get 
out ahead, with authority for independent 
development—fearing that it would 
mean the end of the seaway’s remaining 
chances. 


HIs year, the chairman of the New 
York State Power Authority, in an 
effort to break the bottleneck, has advo- 
cated a plan whereby New York could 
have its hydroelectric benefits without in- 
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hur companys financing program 





SENIOR 
OBLIGATIONS 





@ In exacting times like these, 
your financing program needs to 
be reviewed frequently. For it — utilities—by maintaining a staff 
must be comprehensive and flex- _ of experts who are exceptionally 
ible—more than ever geared to _ well-qualified to give your com- 
changing conditions. A well- pany help and advice. Next time 
organized approach to the finan- you review your financing pro- 
cial community is also of great gram, Irving’s Public Utilities 
importance. Department would welcome the 

For years, Irving Trust has opportunity to contribute its 
specialized in serving public _ broad experience. 


IRVING TRUST COMPANY 


ONE WALL STREET + NEW YORK 15, N. Y. 
Capital Funds over $118,000,000 Total Resources over $1,200,000,000 
WituiaMm N. Enstrom, Chairman of the Board _Ricuarp H. West, President 


Public Utilities Department 
Tom P. Waker, Vice President in Charge 





















MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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terfering with the seaway features, and 
without costing the Federal taxpayer as 
much as a penny for the power develop- 
ment. Joun E. Burton, chairman of the 
New York state board, is the author of 
this leading article, entitled “New York’s 
Plan for the St. Lawrence.” An Ohioan 
by birth, CHAIRMAN BuRTON was edu- 
cated. at Hiram College (AB, ’28) and 
Northwestern University (MBA, ’29). 
He has long been interested in economic 
research, and was a member of the Presi- 
dent’s Conference on Home Building 
and Home Ownership, as far back as 
1931. He entered the service of New 
York state in the early forties. 


* * * * 


I’ the case books it will appear as Penn- 

sylvania Water & Power Co. et al. v. 
Consolidated Gas, Electric Light & Pow- 
er Co. of Baltimore, 86 PUR NS 33, 184 
F2d 552, but in the utility law offices 
and commission conference rooms “the 
Soper decision” already is adequate refer- 
ence. Apparently destined for a place in 
the history of utility law through its ap- 
plication of the antitrust laws to the con- 
tracts between utilities, the Fourth UV. S. 
Circuit Court of Appeals decision will be 
the subject of argument for some time. 


ALREADY another circuit court (Dis- 
trict of Columbia) has been asked to dis- 
regard a rate griévance brought to its at- 
tention by the Federal Power Commis- 
sion on the grounds that the Soper de- 
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GEORGE W. KEITH 


cision precludes any consideration of 
rates stemming from the invalidated con- 
tract in the Soper decision. In this issue 
SAMUEL H. Crossy weighs the problems 
raised by the important ruling. 

“SS ee i 


EuGENE DicKHUTH, whose arti- 
e cle entitled “The Men Who Di- 
rect” begins on page 833, is a member 
of the staff of the New York Herald 
Tribune, covering financial and business 
features. Following education in law and 
economics, he started on an investment 
career but has been a journalist for the 
past decade. 
ee ls ae 


de “wordsmith” (by his own defi- 
nition), who tells the story of “A 
Utility Holds ‘Open Lobby,’ ” is native 
Cincinnatian, Greorce W. Keitrn. A 
graduate of the school of “bumps and 
bruises,” he has written business col- 
umns, news, and features for various 
publications. The Saturday Evening 
Post has published his humor and verse, 
but he is proudest of all of a citation he 
received from the USO during World 
War II for his literary efforts. 


THE next number of this magazine 
will be out July 5th. In it will be in- 
cluded the Index to Volume XLVII. 
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AUTOMATIC CONTROLS 











FOR INDUSTRY 





THEY ARE USED FOR THE CONTROL OF TEMPERATURE, 
PRESSURE, LIQUID LEVEL AND MECHANICAL OPERATIONS. 


THE MERCURY SWITCH IS A FEATURE IN MERCOID CONTROLS. 
THE REASON FOR THE MERCURY SWITCH IS THE ADDED SAFETY- 
BETTER PERFORMANCE AND LONGER CONTROL LIFE-ALL OF 
WHICH ARE IMPORTANT WHEREVER CONTROLS ARE REQUIRED 


WHY CONSIDER LESS WHEN YOU CAN GET SO MUCH MORE 


WRITE FOR COMPLETE CATALOG 


THE MERCOID CORPORATION © 4201 BELMONT AVE., CHICAGO 41, ILE 
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oming IN THE NEXT ISSUE 


* 


INDUSTRY'S COMMON DEFENSE AGAINST INFLATION 


Public utilities continue to hold the ''first trench" in the defense of the enter- 
prise system against the encroachment of state Socialism. This is a stirring 
message from James E. Shelton, president of the American Bankers Associa- 
tion, showing how important it is for all businessmen to join ranks, in the 
critical period ahead, in defense of our common heritage. 


CO-ORDINATING FEDERAL, STATE, AND LOCAL HYDROELECTRIC 
DEVELOPMENT 


What should be the proper fields of activity for Federal, state, and local 
agencies in the planning, construction, financing, and management of elec- 
tric power in water resources development projects? Roy A. Wehe, Cali- 
fornia consulting engineer, with a long background of regulatory and public 
project service, has undertaken to appraise the various facets of water 
resources planning from the standpoint of differing, if not conflicting, view- 
points. 


INTERSTATE COMPACT DEVELOPMENT OF RIVER BASINS 


The interstate compact represents a home-rule approach to the problem of 
natural resources development by benefiting states on an area basis. To 
that extent, it is an answer to the fears of Federal domination and over- 
centralization of government in public project planning. J. Louis Donnelly, 
of the New York Journal of Commerce, has noted progress on several in- 
terstate compact movements going on simultaneously in various areas of 
the country. 


MAN POWER—THE INDUSTRY'S NO. ONE PROBLEM 


With the draft eating up man power in every line of industrial enterprise, 
those industries requiring specialized training, such as public utilities, are 
confronted with a serious challenge. Charles Furcolowe, veteran business 
magazine editor and professional writer, endeavors to formulate some prac- 
tical advice on how industry can meet this problem. 


INDEX to VOLUME XLVII will be included in the July 5th issue. 


* 


A Iso . « « Special financial news, digests, and interpretations of court ond 
commission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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Cost Cutter 








HIS grand-daddy of the modern cash reg- 
ister was known as a Cash Recording 
Machine. 


By looking at it carefully, you can see how 
many of the features of today’s cash register 
originated with this early model. 


Year after year, American ingenuity has been 
making refinements in business appliances, 
developing new machines to make routine 
work more efficient. ; 







Not so many years ago, for example, utilities 
found the task of analyzing consumers’ bills 
for usage data tedious and costly. 
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Courtesy Bettmann Archives 


With this modern Bill Frequency Analyzer, 
however, as many as 200,000 bills are analyzed 
for utilities in one day by the Recording and 
Statistical Corporation. 
It analyzes bills in 1% the time it would take 
a competent office staff. The cost to the utility, 
too, is cut in half. 
Why not find out more about this unusual 
service? 

Send for FREE booklet 
“The One Step Method of Bill Analysis” tells 
more about this accurate and economical 
method of compiling consumers’ usage data. 
Ask your secretary to send for it now. 


Recording and Statistical 
Corporation 


100 Sixth Avenue, New York 13, N. Y. 
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CEaukelle CEaake 


“There never was in the world two opinions alike.” 
—MONTAIGNE 


DonaLp H. McLAucGHLIN 
President, Homestake Mining 
Company. 


M. E. THompson 
Former governor of Georgia. 


Stir RicHarp WINN LIVINGSTONE 
President, Corpus Christi College, 
Oxford. 


M. S. RUKEYSER 
Columnist. 


RAYMOND MOLEY 
Professor of public law, 
Columbia University. 


Hotcar J. JOHNSON 
President, Institute of Life 
Insurance. 


Rosert L. MINCKLER 
President, General Petroleum 
Corporation. 


Joun T. Frynn 
Author. 


Excerpt from “Bulletin,” pub- 
lished by Pacific Northwest De- 
velopment Association. 
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“We are living in an era of incredible blundering.” 


* 


“While the price spiral continues to rise, the bottom 
is dropping out of moral values.” 


* 


“The quality of a civilization depends upon its values 
and standards of right and wrong.” 


* 


“It would be wrong to discourage scrutiny through 
careless use of intellectual labels, such as ‘national secu- 
rity.’” 

a 

“I hope we don’t imitate our enemies in order, to pre- 

vail. I do not want to see us turn Socialist to fight 


Socialism.” 


oa 


“In a democratic society the last court of appeal is 
the bar of public opinion. . . . Public relations is 90 per 
cent conducting your business in the public interest and 
10 per cent telling about it. Both are necessary.” 


> 


“Our domestic enemies of liberty are building in Wash- 
ington a vast bureaucracy which every day is busy at- 
tacking our economic freedoms. Their weapons are 
propaganda, false slogans, and appeals to hate, greed, 
and fear.” 


* 


“The first and most arresting challenge before us as 
Americans is to save, not Korea, or communist China 
or socialist Britain or socialist Italy or half-socialist and 
half-communist France, but to save our own free 
America.” 


> 


“The creation of a Pacific Northwest interstate com- 
pact commission, to guard and protect states’ rights and 
help fix resource administration responsibility, would be 
an important step in guiding the resource economy of the 
Pacific Northwest toward the preservation of home-rule 
principles.” 


12 
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SERVING THE PUBLIC AND 
INDUSTRY 24 HOURS A DAY 


COLUMBIA 
GAS 
SYSTEM 


The Manufacturers Light and Heat Company 
United Fuel Gas Company 
The Ohio Fuel Gas Company 
Atlantic Seaboard Corporation 
Amere Gas Utilities Company 
Virginia Gas Distribution Corporation 
Virginia Gas Transmission Corporation 
Big Marsh Oil Company 
Central Kentucky Natural Gas Company 
Binghamton Gas Works 
Cumberland and Allegheny Gas Company 
Eastern Pipe Line Company : 
Home Gas Company 
The Keystone Gas Company, Inc. 
Natural Gas Company of West Virginia 

_ The Preston Oil Company 
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14 REMARKABLE REMARKS—( Continued) 


Louis H. BAUER 
Chairman of the board of trustees, 
American Medical Association. 


J. Howarp McGratH 
U. S. Attorney General. 


Georce E,. SoKOLSKY 
Columnist. 


L. S. WESCOAT 
President, Pure Oil Company. 


Dave Beck 
Executive vice president, AFL 
Teamsters Union. 


C. E. KennetH MEEs 
Vice president in charge of re- 
search, Eastman Kodak Company. 


DwicuTt D. EISENHOWER 
(Excerpt from address to Colum- 
bia University freshmen.) 
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“There is growing public awareness that Federal sub- 
sidy has come to be a burden, not a bounty, for it is 
bringing intolerable increases in taxations, and is danger- 
ously increasing Federal controls over our institutions 
and the lives of our people.” 


> 


“Only if essential emergency controls can give way 
within a reasonable time . . . to productive capacity 
adequate to supply both military and civilian require- 
ments can there be any assurance that our economy will 
remain competitive and free.” 


* 


“What is true of individuals is true of nations. The 
crisis appears. At that moment, a nation either blindly 
and stiff-neckedly pursues the course which produced 
the crisis, or its best minds devote themselves to a re- 
examination of conduct with a view to rechanneling its 
attitudes.” 


¥ 


“Somehow the world’s economy is so set up that profit 
and return come from doing a thing better and more 
efficiently. The ever-continuing process of expanded de- 
mand and markets for products and services compensate, 
and more than compensate, for the increased complexity 
and difficulty of arranging to do the job better.” 


¥ 


“T do not like to see labor devoting its energies and 
organizational abilities to politics. But we are being 
driven into political action in self-defense . . . Great 
Britain is an example of what happens when labor goes 
to the polls and wins. I am fearful of the day when 
American labor wins a national election, which it will do 
some day.” 


* 


“The sharing of the wealth of England . . . has 
notoriously not increased production. The nationalization 
of industries will not increase production, and those who 
propose it do not even claim that it will. They base 
their proposals on some abstract ideas of justice or pro- 
priety and do not even attempt to analyze their effect 
upon the production of wealth.” 


> 


“It is nothing but a dream to think you are going to 
live in a carefree world where everything will be all right. 
At the very, very best, gentlemen, most of your life is 
going to be lived in a period of tension. . . . If you dedi- 
cate your lives to the ideal of living freely, and making 
it possible for the nation to live freely, you may not have 
a carefree life, but you will have the tremendous satis- 
faction that you have probably done more in your time 
than any preceding generation. You will have lived dur- 
ing a crisis of your country’s history and brought it 
through.” 
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For over 40 years Leece- 
Neville Generators, Crank- 
ing Motors, Regulators, Re- 
lays and Switches have set 
the standards on Buses, 
Trucks and Cars...wherever 
rugged construction and 
better than average performance is required. 


NOW ANOTHER L-N BLUE CHIP INVESTMENT 


A Leece-Neville Alternator continues to pay 
dividends long after the car or truck on which 
it was first installed has gone to the junk yard. 
The Leece-Neville AC-DC Alternator System de- 
livers 25 to 35 amperes with engine idling... 


saves batteries, gas, oil, engine wear. There 


are L-N Alternators rated at 50 to 175 amps. 


Practically a lifetime unit, the L-N Alternator 
can be shifted to a new vehicle every time the 


E> old one is traded in. For all the facts, 
ee 
Civile write The Leece-Neville Company, 


Cleveland 14, Ohio. 


PPCE- 
W/eVville 
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COMMONWEALTH’S SERVICES INCLUDE THOSE 


GH IN EFFICIENCY 






LOW IN INVESTMENT 







A recent independent survey on Steam-Electric Construction Cost 
and Annual Production Expenses of 200 plants shows that those 
designed by Commonwealth Associates, engineering subsidiary of 
Commonwealth Services, held a very favorable position for efficiency 
and economy. T 
Among those selected as representing the “highest in efficiency of 
operation” while at the same time being in the group representing 
“lowest plant investment,” eight among the leaders were of Com- .y 
monwealth design. 
In an over-all comparison, Commonwealth engineered plants were , 
10% lower than average in investment and 23% lower in production hi 
, expenses. 


Let us show you how Commonwealth design may Increase your plant efficiency while holding 
Investment to a minimum. Write for our booklet describing the services of Commonwealth Asso- 
clates. Address: Commonwealth Services Inc., Department E6, 20 Pine Street, New York 5, N.Y. 
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Too Many 
System Voltages? 


ith expanding systems, they may be a luxury we should not afford 


One reason for the tremendous development in 
the use of electric power in the U.S.A. is the 
tandardization of voltages and frequencies at the 
onsumer level. Mass manufacture of equipment 
has been simplified; lower-costs made possible. 

Why not enjoy the same benefits at primary dis- 
ribution and subtransmission levels? 

Working with their associates in utilities, Gen- 
tral Electric engineers have arrived at two basic 
conclusions: 

For primary distribution and subtransmis- 
ion, five voltage levels —4.16, 13.8, 34.5, 69, and 
138 kvy—are fully adequate to meet economically 
ay load area coverage today or in the foreseeable 

: No individual load area should need more 
han two voltages above 4160 volts. There might 
be a combination of 69/13.8 kv or perhaps 138/ 
4.5 kv. 


Public Utilities Fortnightly 








Mr. D.K. Blake, Manager of G.E.'s Power Transmission 
and Distribution Division, reviews recommended voltages 
with associate Bob Butler. Rod lengths represent both 
load and distance for each voltage. 


Fewer voltages would mean marked savings in 
equipment. They would allow wider application of 
dollar-saving standardized packaged units. Equip- 
ment designers could concentrate on fundamental 
cost-saving developments. 

Certainly, the reduction cannot be accomplished 
overnight, and present system investments must 
be fully utilized. But in the next fifteen years 
systems will double—yes, some may triple in size. 
To perpetuate too many voltage levels is to pyra- 
mid the difficulties (and costs) in the way of achiev- 
ing standardization benefits. Isn’t this the time 
to take steps to reduce the number of voltages? 
General Electric Company, Schenectady 5, N. Y. 


MORE POWER TO AMERICA 


GENERAL @® ELECTRIC 
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One of two duplicate 8 &W Radiant Boilers for the new 
awha River Plant. Steam capacity is 1,335,000 Ib. per hr. 
with boiler design pressure of 2400 psi; final steam te 
ature, 1050 F, with reheat to 1050 F. 


Forging the Future of AMERICA’S POWER 


A monument to faith in America’s future power 
is rising in the Kanawha Valley—where the Kan- 
awha River generating plant of Appalachian Elec- 
tric Power Company will ultimately link a million 
new kilowatts to the massive forge of U.S. produc- 
tion for defense and peace. 

Part of a quarter-billion dollar expansion budget, 
Kanawha will start up with the world’s two largest 
single-boiler generating units—2,670,000 Ib. per hr. 
combined total steam capacity, serving a round-the- 
clock gross generating capability of 434,520 kw ... 
almost double the present demand of all industrial 
and residential customers in the area it will serve. 

Kanawha’s boilers are big. Their furnaces, of 
the divided-type, will have the highest heat-input 
of any boilers ever built—1,860,000,000 BTU per 
boiler, per hour . . . and the two boilers will burn 
over a million tons of coal yearly. Boiler design in- 
corporates two of the latest B&W-pioneered fea- 
tures: pressurized furnaces and gas-recirculation . . . 
the latter combined with spray attemperation in the 
superheater to give steam-temperature control over 
a wide range of capacity. 


With their large reheat capacity, high tempera- 
ture-pressure characteristics, and the additional 
efficiencies inherent in pressure-furnace operation 
and recirculation of flue-gases, these units will con- 
tribute much to the expected plant heat-rate of 
9,035 BTU per net kw-hr. .-. . probably the lowest 
ever attained. 

‘ Kanawha is a striking testimonial to the fact 
that 67 years of phenomenal improvement in power 
generation have not dulled the industry’s keen 
sense of progress. Courage and far-sightedness of 
our power companies, and their confidence in sup- 
plier organizations, will surely continue to forge 
new links in the chain of, technological develop- 
ment that has made this industry, and the ‘millions 
it serves, a continuing power in America’s greatness 
and strength. 
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FACILITIES FOR THE SMALLEST OR THE LARGEST 


The 225-acre Newport News plant includes plate steel and machine shops 
equipped with a complete variety of tools to fabricate items of water power equip- 
ment of any size. Contracts received by Newport News for hydraulic turbines with 
an aggregate rated output in excess of 7,000,000 horsepower have included units as 
high as 165,000 horsepower and as low as 500 horsepower. 


Supplementing the extensive facilities are the equally important experienced 
and skilled personnel at Newport News to design and build such equipment. 


Your inquiries for hydraulic turbines of any size will receive prompt attention. 


Write for illustrated booklet on water power equipment. 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK CO. 
NEWPORT NEWS, VIRGINIA 
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ouplings are different—there are more 
han thirty different types. The right 
coupling in the right place means long, 
ouble-free service. The Capitol cou- 
bling you specify is made for the job— 
ou can depend on it. 


ublic Utilities, Railroads, and Industry 
bok to Capitol for specialized needs. 
apitol couplings are made to the 


Specify Capitol Couplings 





specifications of the American lron and 
Steel Institute, the Association of 
American Railroads, and the American 
Petroleum Institute. This means top per- 
formance under exacting conditions. 


Capitol dependability is backed by a 
quarter-century of service through 
recognized wholesalers. 





COLUMBUS, OHIO 
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Low boiler efficiency is a money 
hog. It can be stopped almost 
before it starts—with a Richard- 
son EE-39 Coal Scale. Here are 
some of the reasons the EE-39 
should be your first considera- 
tion. Compare them with any 
other scale BEFORE you buy. 


@ A 20” x 20” inlet opening, biggest of any coal 
scale assures positive coal flow—no “hanging-up.” 


@ Simple-to-operate by-pass mechanism, enabling coal 
to be re-routed to stoker or pulverizer. 
Pivoted leveling plate provides shallow, even coal flow, 
uniform “breakaway.” Eliminates power or belt strain 
when occasional lumps pass through. 
Warp and twist-free weigh beam of heavy, welded members, 
mounted on hardened steel knife edges. 
Pressure-tight access doors located to provide easy inspection 
of weighing chamber. 


—a complete line of accessories such as “Monorate 
discharge counter, remote by-pass contro 

3 BULLETINS AVAILABLE. Send fg 

EE-39, for d 
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AN ARCHITECT GOT A MONEY-MAN TO ADMIT, 


[ never thought of floors in relation to earning power” 








“Floors are such a small fraction of total cost, one tends to forget 
that floor space is actually what a building is for. You say a steel 
Q-Floor costs less than the carpet to cover it? Yet it provides 
electrical availability over the entire exposed area of the floor. And 
the steel construction, being dry, reduces building time 20 to 30%. 
These are factors any investor can easily translate into terms 

of money saved. They mean more revenue over the years 

and earlier revenue right from the start. Let’s look at the details—” 


Write for the simple facts— 


H. H. ROBERTSON COMPANY 
2424 Farmers Bank Bvilding, Pittsburgh 22, Pennsyivenia 
Fectories in Ambridge, Pe., Hemilten, Ont., Ellesmerepert, England 


(OMcns bn 50 Principe! Cites me Werld: Wide Buliding Service 





HERE'S WHAT THE ARCHITECT SHOWED 


. 


VVVVees 


Why Q-Floor reduces building time 
20 to 30%. 


QFloor is steel subfloor, delivered pre- 
cut. Two men can lay 32 sq. ft. in 30 sec 
onds. Construction is dry, incombustible. 
The Q-Floor is immediately used as plat- 
form by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is still faster. You must allow time for 
demolition and tion. By that time, 
the steel is ready. Steel construction gives 
a faster completion date. Completion time, 
not starting time, determines how soon 
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CEFFEL Hydraulic Turbines 


EFFICIENT * DEPENDABLE «+ SINCE 1862 





Leffel Production Means Finer Performance... 


The illustrations below show a typical Leffel production job. For 
this particular installation two identical Francis type turbines 
were produced, Each has a maximum rating of 28,250 h.p., 
under 324 ft. net head, speed 277 r.p.m. 


Runner and shaft, assembled in the Leffel plant. Sections of cast steel spiral casing on assembly floor. 





Power-house with uncompleted spillway and earth-filled dam. 


Leffel turbines are designed and constructed to give 
maximum power at minimum cost. 89 years of ex- 
perience have demonstrated that long life and re- 
liability are assured in every Leffel hydraulic turbine. 


THE JAMES LEFFEL & CO. 


SPRINGFIELD, OHIO, U.S.A. 


Completely assembled turbine unit. 
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PUBLIC UTILITY 
PRINTING SPECIALISTS 


REGISTRATION 
STATEMENTS 


For more than a quarter of a century, Pandick Press 


has worked closely with utility companies. Our printing 


services to the industry range from highly technical 


legal documents to beautifully illustrated descriptive 


brochures in full color. 


Whatever the nature of your printing requirements, 


we believe you will like the assurance of accuracy and 


PROSPECTUSES 


ANNUAL REPORTS 


INDENTURES 


highest quality that “Printed by Pandick” brings you. ° 


Pandick Press, Ine 


22 THAMES ST., NEW YORK 6 





Established 1923 


71 CLINTON ST., NEWARK, WJ. 

















Just Published 
Rural Electrification Engineering 


By Unus F. Earp 
Associate Agricultural Engineer, | 
Virginia Agricultural Experiment Station 


313 es, 6x9, 
278 illustrations, $4.00 


McGraw-Hill Publications in 
Agricultural Engineering 


Here is a new book which 
provides practical answers to 
problems covering the de- 
sign, construction, operation and maintenance of 
rural electric systems. Comprehensive treatment 
is given to electrical fundamentals, types and 
materials of construction and mechanical design 
for rural lines. It covers the application of 
electric motors, switches, controls and electron- 
ics, and modern techniques used in organizing 
and administering a rural electrification pro- 
gram. You'll also find helpful information on 
heat, radiation and electrical measurements. 

Using numerous photographs and drawings, 
this book pictures typical types of construction, 
tells how to select construction materials such 
as poles, insulators, conductors, etc., how to 
solve mechanical problems and maintain highest 
quality construction. Provides an understanding 
of techniques of anchoring a guy to the ground, 
providing for lightning protection, determining 
voltage drops, and making unit line cost esti- 
mates, etc. 

Pus.ic UTILities FoRTNIGHTLY 
309 Munsey Bldg. Washington 4, D. C. 

























LINE PIPE AND OIL WELL CASING 
FROM LARGE GERMAN MILLS OF- 
FERED ON BUYERS SPECIFICA- 
TIONS AT MARKET PRICES, UN- 
LIMITED AMOUNTS. 


—also— 
STEEL SHEETS COLD ROLLED DEEP 
DRAWN, 16, 18, 20 gauges, Bright 
finish, delivery in three months starting 
500 tons, size one by two meters. 


—also— 


STEEL INGOTS SAE 1010, 60,000 
tons yearly, 24" x 24" x 56" delivery 
at 5,000 tons per month. 


If interested, 
please write to undersigned: 
WEST & EAST TRADING 


CORPORATION 


NO. 109 BROAD STREET, 
NEW YORK CITY 4, N. Y. 
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Duquesne Light Company’s Phillips Power Station, South Heights, Pa. Breaker 
control battery is 60-cell FME-17 Exide-Manchex. Rack is Exide 37344, 2-step. 


AT DUQUESNE LIGHT COMPANY’S Phillips Power Station 


breaker control battery is Exide ~lWlanchex 


Another great utility turns to dependable Exide- 
Manchex Batteries. In Duquesne Light’s modern 
Phillips Power Station, located on the Ohio River 
near Pittsburgh, positive switchgear operation is 
assured by a 60-cell FME-17 Exide-Manchex 
Battery. This battery controls switchgear of 
69 KV, 1200 Amp. breakers, and is set up for 
emergency duty on metor operated steam valves. 


This is just one of the many modern stations 
throughout the country where dependable per- 
formance is provided by Exide-Manchex Batter- 
ies. Consider these benefits from Exide-Manchex. 


POSITIVE OPERATION: Power is delivered at high 
or low rates, providing dependable performance 
at ample voltage with no switching failures. 


INSTANTANEOUS POWER, capable of discharging 
at high rates for switchgear operation and of pro- 
viding adequate reserve power for the dependable 
performance of all other control circuits and also 
emergency lighting. 


LOW OPERATING COST: Extremely low internal 
resistance. Power required to keep battery floated 
and fully charged ranges between 0.25% and 
1.0% of the 8-hour discharge. 

LOW MAINTENANCE AND REPAIR COSTS: Water 
required about twice a year. No change of chem- 
ical solution needed during life of battery. Repair 
costs negligible. 

UNUSUALLY LONG LIFE... due to sturdy con- 
struction; the famous manchester positive plate; 
a combination of specially treated w and 
plastic separators; and other exclusive features. 
GREATER CAPACITY in a given amount of space 
avoids overcrowding of equipment. 

These are the features that help to make Exide- 
Manchex your best battery buy for all control and 
substation services. 


THE ELECTRIC STORAGE BATTERY CoO. 
Philadelphia 2 
Exide Batteries of Canada, Limited, Toronto 
“Exide” and “Manchex” Reg. Trade-marks U.S. Pat. Of. 


1888...DEPENDABLE BATTERIES FOR 63 YEARS...195 
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A reservoir 


of power 


for the 
PACIFIC 
NORTHWEST 


Pl _—, 


‘eee, cox aost™ 


Insurance 
& Pensions 


Office 
Modernization 


ENGINEERED AND CONSTRUCTED BY EBASCO 


This arch dam towering 315 feet above bedrock and 
the adjacent power station were engineered and 
constructed by EBASCO for the Pacific Power & Light 
Company. 

Situated on the Lewis River, Ariel, Washington, the 
Merwin hydro-electric project has a generating 
capacity of 90,000 kw—providing a vital addition to 
the Northwest’s huge power pool. Water used by one of 
the Merwin units, if operated full load for only 10 
hours, would amount to about 1 billion gallons, or the 
present daily consumption of New York City. 

A semi-outdoor installation—a type in which EBASCO 
has pioneered— Merwin embodies the latest in hydro- 
electric facilities. It is one of four hydro projects designed 
and built by EBASCO in the State of Washington. 

You’ll find EBASCO’s engineering and technical skills 
the best solution of your design and construction 
problems—whether it’s building a dam or expanding 
present plant facilities. To get the job done quickly 
and efficiently, call EBASCO. 


Punharing Write for the booklet “The Inside Story of Outside Help” describing 


Rates & 
Prick the many 


EBASCO 


Incorporated, a Tan tastes Sueest, ‘Mew York 6, N. Y¥. 


Research 


ie = EBASCO SERVICES ixcomonn 


Systems & 
jethods New Yore 


Cuicaco . Wasninecron, D. C. 
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See they need coal in a hurry at the 
Consumers Power Plant at Comstock, Mich 


igan, they raise a shout for ““Big Red. 

Then the Champ of the Stockpile—the Inter. 
national TD-24— pushes whopper loads into the 
hopper, moving 350 tons per hour in the process 
of converting coal to electricity. 


When not reclaiming coal for the plant from 
storage, the big red T'D-24 roams the stockpile 


& 
back-grading coal from the dragline scraper, 
evening off and compacting the pile. When the 
drag line equipment is out of service, the TD-24 
takes over the entire job of moving the coal t 


or from the stockpile, moving the coal fas 
and economically. 
. Your nearby International Industrial Distrib 
How International TD-24 loads utor will show you how the easy-handling TD-24 
power plant coal hopper at 350 tons = can deliver greater efficiency, greater economy 
' to your operation. Find out about it. Find out, 
per hour rate. too, how your distributor is set up to service 
your equipment with factory-trained mechan- 
ics and complete stocks of parts over the years 
to come—to make International “‘power th 
pays’”’ pay off for you. 
INTERNATIONAL HARVESTER COMPANY, 
CHICAGO 1, ILLINOIS 





INTERNATIONAL 


_POWER THAT PAYS 


_ BIG PUSH ON THE STOCKPILE—TD-24 loading 350 tons per hour does a lot of work at low cost 
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FOR OVER 60 years 


—- 


A name at all times recognized NX} 
| Yj for QUALITY, SOUND ENGINEERING, and DEPENDABLE 
SERVICE for more than sixty years is the most valued possession of } 
Springfield Boiler Co. Today, the continuing success of the company 
rests firmly on this cornerstone. This is your assurance of satisfaction \\ 
i] when you place a contract with SPRINGFIELD! 
/ Springfield specializes in the production of a wide range of steam 
N generating equipment for modern power plants. Springfield 
N\ is organized to apply the same engineering skill to Yi] 
all contracts, large or small. We will be glad to 


\\ submit a proposal covering your requirements. 
~~ 


SPRINGFIELD BOILER COMPANY, 
\\ DY 1960 E. Capitol Avenue, 


<= YY arene ZZ <A 
—> 


—_ 





AV 


SPRINGFIELD =z 


and Erectors of 
BENT TUBE BOILERS 


B O if g E R « O i STRAIGHT TUBE BOILERS 


SUPERHEATERS 
DESUPERHEATERS 


F OHUN d. é d pen Fo wehienel 
WATERWALLS 
1890 Se, 
. 





PECIALIZING IN STEAM GENERATING EQUIPMENT SINCE 1890 
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Particularly in motors, deaerating fee 
water heaters, generators, and turbines, Elli 
engineers, backed by boldly successful engineeri 
research, have set the pace in design and performa 
standards. In the field of power generation, so 
engineering is accepted as an established Ellig 
characteristic. 


JEANNETTE, PA. 
Plants at: JEANNETTE, PA. « RIDGWAY, PA. © AMPERE, 
SPRINGFIELD, O. * NEWARK, N. J. 
DISTRICT OFFICES IN PRINCIPAL CITI 
PRODUCTS: TURBINE-GENERATORS * DEAERATING HEATERS © GENERA 
FOR DIESELS, ETC. © TURBOCHARGERS FOR DIESELS * STRAINERS 


CENTRIFUGAL BLOWERS ° CONDENSERS ° MECHANICAL D 
TURBINES © STEAM JET EJECTORS * TUBE CLEANERS ©° C 
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qT Conadion Electrical Asso. ends convention, 2, Andrews, New Brunswick, Conse Lae 
Gas ends g, Lake of Bays, Ontario, Canada, 1 








{ American Society for Testing Materials ends annual meeting, Atlantic City, N. J., 1951. 





{ American Astronomical Society ends meeting, Washington, D. C., 1951. 








b | sane Electric Light Association begins annual convention, Mackinac Island, Mich., 








{ American Institute of Electrical Engineers begins summer general meeting, Toronto, 
Ontario, Canada, 1951. 





{ Michigan Gas Association ends two-day meeting, Mackinac Island, Mich., 1951. ¢€ 








{ Liquefied Petroleum Gas Association, Inc., ends midcontinent gas service school, Law- 
rence, Kan., 1951. 





> | [Bugplncting Pegs f Society will hold national technical conference, Washington, 
, Aug. 27-30, 1951 





1 Frentom, No J 19 _ Association, New Jersey Section, begins summer meeting, 
enton, 

















{ Pacific Coast Gas Association will hold annual convention, San Francisco, Cal., 
Sept. 4-6, 1951. 





z JULY @ 





b | as Ta ane Electrical League will hold fail convention, Santa Fe, N. M., Sept. 








{ American Society of Heating and Ventilating Engineers begins semiannual meeting, 
Portland, Ore., 1951. 








17 Independent Telephone Association will hold annual convention, Nashville, 
Tenn., Sept. 19, 20, 1951. 














nage 2 Society of Mechanical Engineers will hold fall meeting, Minneapolis, 
5 inn., Sept. 25-28, 1951. f e| 























Temple of Public Service 


Night view of Southern California Edison 
Company's Redondo steam station. 
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New York’s 


JUNE 21, 1951 


Plan for the 


St. Lawrence 


Co-operation between public and private enterprise 

in the development of hydroelectric power from the 

same lines in the Niagara area is one of the features 
of the New York State Power Authority’s plan. 


By JOHN E. BURTON* 
CHAIRMAN, NEW YORK STATE POWER AUTHORITY 


HE Power Authority of the 
State of New York supports 


wholeheartedly the dual-purpose 
St. Lawrence seaway-power project 
being considered by Congress. No in- 
terpretation of undercutting the sea- 
way should be placed upon the author- 
ity’s aggressive drive in recent months 
to secure a Federal Power Commis- 
sion license for the single-purpose 


*For additional personal note, see “Pages 
with the Editors.” 
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New York-Ontario power project on 
the St. Lawrence. Throughout the 
drive for the Federal Power Commis- 
sion license, we have always stated 
clearly that getting the power job 
under way would become the “lead 
horse” for the seaway and that it 
would follow as night follows day. 
The seaway has had tough sledding 
for years because it has not enjoyed as 
broad support as had the power proj- 
ect. But today we believe that national 
JUNE 21, 1951 
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conditions of steel production and in- 
ternational conditions of public affairs 
give the seaway a “new look.” The 
Power Authority Act’ requires that 
we support the seaway, but, as indi- 
vidual trustees, we personally believe 
in the seaway, irrespective of the legal 
mandate. The dwindling iron ore re- 
serves at Mesabi are threatening the 
steel heart of this nation. New ore 
fields are opening in Labrador and 
Venezuela, but they will tend to drag 
the steel mills to the East coast. In a 
war the ore boats would be sitting 
ducks on an open ocean. It would be 
an economic crime against this whole 
nation to choke off the steel men and 
machines of the Middle West. The 
seaway would give it the cheapest de- 
livery of ore and an inland waterway 
from Labrador—safe from  sub- 
marines. 

The New York state administration 
has appealed to Congress to support 
the seaway as a vital link in our broad 
national security. 


N™ York state and its neighbors 
have an urgent demand for 
more electric power and for cheaper 


power. To understand the state’s 
present power predicament, the facts 
about the development of its present 
supply are required. When the Power 
Authority was created in 1931, under 


1The New York Power Authority Act, ap- 
proved April 27, 1931, provided for the estab- 
lishment of the New York State Power 
Authority to take over the state’s responsi- 
bility with respect to the construction and 
operation of hydroelectric facilities. This 
twenty-year-old law was enacted in anticipa- 
tion of power development on the St. Law- 
rence and Niagara rivers under control of 
the state. Obviously, the purpose of the 
authority's creation has not been obtained and 
will not be obtained until the physical develop- 
ment is approved by the respective authorities 
in the United States and Canada. 
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Governor Franklin D. Roosevelt, hy- 
droelectric power made up 43 per cent 
of the state’s total power output. One- 
sixth of the nation’s hydro output was 
generated in New York, and the poten- 
tialities of Niagara and the St. Law- 
rence were scarcely tapped. When we 
consider hydro power in New York, 
we must look at both the St. Lawrence 
and Niagara. 

Today, twenty years later, Niagara 
and the St. Lawrence are still only 
potentialities. Hydroelectric power 
now makes up only a quarter of the 
state’s output. The development of 
Niagara and St. Lawrence today 
would increase the state’s present 
whole power capacity by one-third, 
and output by one-half. Despite this 
potential advantage, hydro capaeity in 
the state has increased only 8 per cent 
since 1930 while, in the other states, 
it has increased an average of 119 per 
cent. 


N™ York’s inability to develop its 
resources, because it has been 
blocked by the Federal government, 
makes an even stronger contrast with 
what has happened in those states 
where the Federal government has 
spent hundreds of millions of dollars 
to develop water power. During these 
past twenty years, while New York’s 
hydro capacity was increased by only 
8 per cent, capacity increased by 330 
per cent in Washington, 390 per cent 
in Oregon, and 910 per cent in Ten- 
nessee! 

These other states have enjoyed the 
benefits of cheap electricity, and the 
vastly increased use that goes with it. 
New York has just limped along, 
while it could have tripled its hydro 
capacity. It still can. 


820 





NEW YORK’S PLAN FOR THE ST. LAWRENCE 





How New York Wants Present Law Changed 


Amendment to § 5 of dual-purpose St. Lawrence resolutions before the Committee of 
Public Works of the House of Representatives, proposed by the Power 
Authority of the State of New York. 


Grete 5. The President is hereby authorized and directed to negotiate an arrange- 
ment with the government of the state of New York under which the Power Author- 
ity of the State of New York, as the accredited agency of the state and in accordance 
with the policy set forth in the state act creating said Power Authority, is entitled to 
use for the generation of hydroelectric power all of the United States share of the 
flow of the water in the International Rapids section, subject to the prior use of such 
water under the aforesaid agreement of March 19, 1941, for the purposes of naviga- 
tion, and shall have title to the powerhouse and works appurtenant thereto upon the 
United States side, together with the lands upon which they are situated, in considera- 
tion whereof the state of New York shall be empowered to finance, construct in 
co-operation with the Secretary of the Army and the Chief of Engineers, maintain, 
manage, own, and operate the power facilities and works appurtenant thereto, required 
to develop the water power of the United States portion of the International Rapids 
section of the Saint Lawrence river in the state of New York. The arrangement shall 
include provision under which the public agency of the state of New York, without 
cost to the government of the United States, shall undertake, in co-operation with the 
Secretary of the Army and the Chief of Engineers and in co-operation with the ap- 
propriate Canadian authorities and agencies, the construction of all power facilities 
and works appurtenant thereto, to be installed on the United States side of the Inter- 
national Rapids section of the Saint Lawrence river in the state of New York in 
substantial accordance with the plans for the “Saint Lawrence River Project” pro- 
posed in the 1942 Final Report of the Corps of Engineers, United States Army, and 
shall be reimbursed by the Federal government for construction costs common to 
power and navigation and allocable to the new deep-water navigation works, the cost 
thereof to be determined in accordance with the method of allocation included in the 
joint recommendation of the Corps of Engineers, United States Army, and the Power 
Authority of the State of New York, dated February 7, 1933, presented at public 
hearings of the Committee on Foreign Relations February 10, 1933, Seventy-second 
Congress, second session; shall assure widespread equitable distribution of the hydro- 
electric energy generated by such facilities for the benefit of the people as a whole 
and particularly the domestic and rural consumers to whom the power can economi- 
cally be made available and shall be consistent with the Power Authority Act of the 
state of New York, the laws of the United States, and protect the interests of the 
United States and the states involved, including appropriate provision for making 
available a fair proportion of the power generated by said facilities to other states 
within economic transmission distance. The arrangement negotiated pursuant to this 
section shall be reported to Congress promptly upon its execution and shall become 
effective only after approval by the Congress of the United States. 
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Nn 1949 New York’s residential con- 
sumers paid an average of 3.59 
cents a kilowatt hour—21 per cent 
higher than the national average, and 
two and one-half times the average 
for Washington, Oregon, and Ten- 
nessee. Preliminary data for 1950 in- 
dicate that New York’s position has 
worsened. The average price is 3.76 
cents a kilowatt hour, and New York 
is 30 per cent above the rest of the 
country. As a result of these high 
rates, in only seven states was average 
usage in 1949 lower than New York’s 
1,284 kilowatt hours per consumer. In 
the area around Niagara Falls, where 
the effects of hydro power can be felt, 
consumption does compare favorably 
with that in other states. In the state 
as a whole, however, consumption is 
70 per cent lower than in Washington 
and Oregon, and 56 per cent lower 
than in Tennessee. In New York 
alone, 30 billion kilowatt hours of en- 
ergy were produced in 1950. At the 
very minimum, a demand of 47 billion 
kilowatt hours is expected in 1960. In 
1949 New York had an installed ca- 
pacity of some 6,000,000 kilowatts. 
During 1950-54 the capacity is being 
increased by 2,000,000 kilowatts. By 
1960 New York needs 2,600,000 kilo- 
watts to be further added to the sys- 
tem. St. Lawrence and Niagara 
would provide 1,700,000 kilowatts of 
that capacity and at least 900,000-kilo- 
watt capacity would have to be added 
in private steam capacity between 1954 
and 1960. This is not stand-by re- 
quirement but basic need. 

Clarity is required in the nature of 
the “arrangement” contemplated by 
§ 5 between the Federal government 
and New York state, whereby the 
state shall own and operate the power 
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project. This section is predicated 
upon the Federal-state accord between 
the Army Corps of Engineers and the 
Power Authority dating back to Feb- 
ruary 7, 1933. It embodies a principle 
supported by both major political par- 
ties and every governor of New York 
state for many years. 

Under the accord, the Power 
Authority has worked closely with the 
Federal Power Commission and the 
Army Engineers in the planning of the 
St. Lawrence project. While the Pow- 
er Authority has had very close con- 
tact with these two Federal agencies, 
we have had no contact relative to the 
St. Lawrence project with the De 
partment of Interior. If the negotia- 
tions of the arrangement are to be 
with the Interior Department, we have 
no direct experience on which to draw. 


W: have heard much in recent 
years about “river basin develop- 
ment” and more recently about “re- 
gional developments.” Dr. Arthur E. 
Morgan, first chairman of the Ten- 
nessee Valley Authority, has had un- 
usual opportunity to observe the 
forces in action behind such concepts. 
In 1948 he was asked by the Senate 
Committee on Public Works to ex- 
press his views relative to regional 
governments to administer river basin 
water programs. He reported : “If we 
get at the bottom of this proposal, we 
see that it arises from a feeling that 
state and local self-government is a 
failure, and it must be displaced by a 
centralized administration controlled 
from the national capital.” This is 
pretty rough on the states of this na- 
tion that have taken great forward 
strides in recent years to meet the re- 
sponsibilities of sound progressive 
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government right down among the 


people. 

Last December the President’s 
Water Resources Policy Commission 
reported on a water policy for the 
American people. On page 242 of the 
report (misnumbered 244) this state- 
ment by the commission is made: 


... in certain regions, the Federal gov- 
ernment is, or will presently become, 
the main source of future power sup- 
ply and will provide a completely inte- 
grated wholesale regional power sys- 
tem for transmitting low-cost power 
to the major distribution centers of 
the region. . . . It may prove desirable 
in northern New York and New 
England, where the Niagara-St. Law- 
rence and New England river basin 
developments would afford a splendid 
interconnected source of power sup- 
ply in what is now one of the highest 
electric rate areas in the country. 


Again, on page 227, the commission 
reports : “Public plans for the develop- 
ment of water power resources should 
be accorded a preference, this prefer- 
ence going first to Federal projects 
and then to those of states and munici- 
palities.” 


T= Power Authority plan for 
transmission and distribution of 
St. Lawrence and Niagara power will 
gain cheapest power for the widest 
possible market without “federaliza- 
tion.” If the dual-purpose St. Law- 
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rence project is approved by Congress 
and § 5 remains intact—both of which 
we earnestly support and urge—we 
want the Congress to understand the 
authority’s plan clearly. We do not 
want the “arrangement” contem- 
plated in § 5 to turn up with conditions 
Congress or the Power Authority 
never contemplated. We do not want 
a “pig in a poke.” 

With the statutory tools of its act, 
the authority is fully equipped to gain 
the object of cheapest power for resi- 
dential and rural consumers by feed- 
ing the hydro energy into existing 
transmission and distribution lines. It 
is the authority’s position that the St. 
Lawrence and the Niagara power sites 
in New York should be publicly de- 
veloped and operated, and the trans- 
mission and distribution of the energy 
should be handled privately under 
authority contract and authority price 
control. This is not bus-bar sale. We 
are not going to kiss the kilowatt hour 
good-by at the river bank. The New 
York law requires that we follow the 
hydro kilowatt hour or its equivalent 
right to the ultimate consumer, but it 
is contemplated that we accomplish 
this by contract. 

If the utilities in our state and the 
adjoining states do not want to put in 
the necessary transmission lines or 
cannot put in the necessary transmis- 
sion lines, in fairness to their in- 


to join in the full partnership with the Federal government 


q “THE Power Authority of the State of New York offers 


to finance, construct, and operate the power side of the St. 
Lawrence dual-purpose project from the very beginning. 
We would expect to do this in complete co-operation and 
joint supervision with the Federal Power Commission and 


the Army Engineers.” 
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vestors, we are empowered to build 
them ourselves, but we have to explore 
fully the possibility of the private util- 
ity using its existing system or 
strengthening its existing system. 

We look forward to a partnership 
between public and private enterprise 
to gain most effectively the goal of 
cheaper power in our area. We expect 
the potential 14 billion kilowatt hours 
per year of St. Lawrence and Niagara 
power to do a double job of price re- 
duction : (1) by the process of averag- 
ing down present prices particularly 
for residential and rural consumers; 
and (2) by being used to encourage a 
more complete integration of existing 
utility systems within the area of eco- 
nomic transmission distance. 


| iy we do not have the full co-opera- 


tion of the owners of existing 
transmission and distribution lines in 
the surrounding area, we will not 
achieve the greatest benefits of cheap 
electricity for the domestic and rural 
consumers contemplated under the act. 
If we had to build duplicating trans- 
mission lines, the real cheapness of 
hydro generation would be lost. We 


want the cheap hydro of St. Lawrence 
and Niagara to reach out to the great- 
est possible number of consumers, 
whether they live in Buffalo, New 
York city, Albany, or Jamestown, 
New York. And through a strong in- 
tegrated system, the savings of hydro 
and integration can reach well beyond 
our state boundaries. This program 
demands a_ strong _private-public 
partnership. The Power Authority is 
certain that it will come into being 
once the authority has cheap hydro to 
bring it about. 

The Power Authority of the State 
of New York offers to join in the full 
partnership with the Federal govern- 
ment to finance, construct, and op- 
erate the power side of the St. Law- 
rence dual-purpose project from the 
very beginning. We would expect to 
do this in complete co-operation and 
joint supervision with the Federal 
Power Commission and the Army En- 
gineers. In this manner, the Federal 
government would be relieved of all 
power project cost from the outset. 
We are going to make the same offer 
relative to the redevelopment of 
Niagara Falls and river. 





LECTRICITY is destined to propel more and more railroad 
locomotives in the future, whether the power comes from 
overhead wires, or from third rail or from steam or gas tur- 
bines or Diesel engines, A. H. Candee, of Westinghouse Electric 
Corporation, said sometime ago before a local section of the 
American Institute of Electrical Engineers. 
New types of locomotives under construction or in the design 
stage are expected to have electric drive as part of their basic 
design, no matter if the fuel used is coal, gas, or Diesel oil, 


the speaker said. 


Mr. Candee said Pennsylvania Railroad has been testing, 
“with very encouraging results,’ a Westinghouse-developed 
electronic tube to convert alternating current into direct cur- 


rent for application in rail cars. 
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The Significance of the Soper 
Decision 


Recently, Judge Soper of the U. S. Circuit Court of Appeals, 
Fourth Circuit, struck down a supply contract made twenty 
years ago between a hydroelectric power producer and an 
operating utility company distributing power to the public. 
The unusual aspects of antitrust factors being introduced into a 
controversy between public utilities lend a special interest to 
this case, which extends beyond the particular parties affected. 
Wholesale supply utilities, generally, will want to consider this 
case. 


By SAMUEL H. CROSBY* 


UBLIC utilities subject to Federal 
| Seer are not exempt from 
the antitrust laws and the courts 
have original and plenary jurisdiction 
to enforce such laws independently of 
the regulatory agency. That is the 
essence of the recent decision of the 
U. S. Circuit Court of Appeals for 
the Fourth Circuit in the case of Penn- 
sylvania Water & Power Co. et al. v. 
Consolidated Gas, Electric Light & 
Power Co. of Baltimore et al. ( [1950] 
184 F2d 552, 86 PUR NS 33; cer- 
tiorari denied). 
The court struck down a contract 
made twenty years ago, embodying 
important agreements for the effec- 


*Former FPC examiner, now engaged in 
private consulting practice. 
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tive integration of major hydroelectric 
plants on the Susquehanna river, with 
steam generation in Baltimore. The 
case arose from disagreements be- 
tween the parties followed by suit 
seeking a declaratory judgment invali- 
dating the contract as unlawful under 
the Sherman Act. 

Another suit involving the same 
principals, concerning another Susque- 
hanna hydro plant, has since been 
tried in the U. S. District Court of 
Maryland. In that case the district 
judge followed the court of appeals’ 
decision here under discussion. The 
issues are, however, not quite identi- 
cal and this case will doubtless be car- 
ried to the court of appeals in due 
course. 
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The Maryland Public Service Com- 
mission meanwhile has initiated pro- 
ceedings before the Federal Power 
Commission seeking to invoke the 
regulatory powers vested in the FPC 
to perpetuate integrated operating 
practices which are considered advan- 
tageous. Issues in that forum are 
being joined and those issues will be 
comprehensive. The Pennsylvania 
and Maryland commissions thorough- 
ly appreciate the long-range impor- 
tance of the outcome to their states. 
The controversies cannot be adjudi- 
cated quickly. 


O* the lower Susquehanna river 
there are three important hydro 
plants — Conowingo in Maryland and 
Holtwood and Safe Harbor in Penn- 
sylvania—all owned by Philadelphia 
Electric or its affiliates. The flow of 
the Susquehanna varies from 2,100 
cFs at low stage to 860,000 crs in 
flood. The kilowatt-hour cost of hydro 
current is less than 1 mill as against a 
cost of 4.7 mills for steam generation 
by Consolidated. Holtwood and Safe 
Harbor plants are rated as having a 
dependable hydro capacity of 250,000 
kilowatts plus about 30,000 kilowatts 
steam capacity. Consolidated has four 
large steam plants with aggregate 
capacity of 538,000 kilowatts. The 
contract at issue in the recent suit 
established the basis for the exchange 
of hydro and steam-generated energy 
between the systems of the two com- 
panies. In a recent test year studied 
by the FPC staff, Consolidated had 
furnished Penn Water 36,149 kilo- 
watts of energy in excess of its re- 
ceipts. 

The power grid with which Penn 
Water and Consolidated are connected 
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serves most of the area in Pennsyl- 
vania near the Hudson river south- 
west to York, extending to the Poto- 
mac river and the nation’s capital. At 
Perryville, Maryland, through direct 
connections with the Safe Harbor 
hydro plant, the Pennsylvania Rail- 
road receives most of the energy for 
its electric operation. 

The Federal Power Commission 
has consistently praised the efficiency 
of this “integrated and co-ordinated 
electric system” with its mutually ad- 
vantageous intersystem exchanges of 
Holtwood-Safe Harbor and Consoli- 
dated. Here the energy generated at 
Safe Harbor and Holtwood flows 
south to Baltimore, or automatically 
reverses, flowing north when needed 
over the same wires, from the steam 
generators at Baltimore. A far larger 
reservoir of energy from the great 
interconnected batteries is constantly 
available at lower over-all cost than 
would be possible without the integra- 
tion. 


HE intercompany arrangements 
consummated in 1931 under the 
leadership of John E. Aldred and his 
associates were carried out according 
to their original purposes, with minor 
adjustments amicably arranged from 
time to time, until Mr. Aldred’s resig- 
nation in 1938 and for ten or more 
years thereafter. When the original 
agreement was made, Penn Water de- 
rived something over half its revenues 
from sources other than Consolidated. 
By 1948 Consolidated was paying less 
than 12 per cent of Penn Water’s op- 
erating revenue. 
Penn Water was incorporated in 
Pennsylvania in 1910 and that same 
year built two transmission lines from 
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its nearly completed Holtwood plant to 
Baltimore. Its charter authorizes sale 
of energy at wholesale or retail as does 
also the Maryland charter of its sub- 
sidiary, Susquehanna Transmission 
Company, owner of the transmission 
system which now has two additional 
lines serving the Baltimore area, with 
extensions to Perryville where energy 
is delivered to the Pennsylvania Rail- 
road, and south from Ellicott City to 
a station of the Potomac Electric 
Power Company serving the District 
of Columbia. 


RIGINALLY, Penn Water served its 
own customers at retail in the 
Baltimore area, and in various other 
areas was a potential competitor of 
Consolidated. About 1927 full agree- 
ments between the two companies 
were effected and they jointly financed 
the Safe Harbor hydro project some 
ten miles above Holtwood. On June 1, 
1931, Penn Water and Consolidated 
entered into two contracts expiring in 
1980. In one contract, Consolidated 
agreed to purchase two-thirds and 
Penn Water one-third of the energy 
produced at Safe Harbor. There are 
numerous conditions in that contract 
not relevant to this article. 
The other contract declared it to be 


. . . the intent of the parties to en- 
courage the maximum utilization of 
the resources of the parties by joint 
use of their property and equipment 
and by avoiding duplication of invest- 
ment and unnecessary operating costs. 


7 


‘Ts close relationship between the 

companies resulted from the com- 
manding influence of Mr. Aldred, 
under whose leadership a group of 
stockholders had acquired control of 
both Penn Water and Consolidated 
and Mr. Aldred became president of 
each company, continuing in that 
capacity until his resignation. Aldred’s 
old associates maintained his manage- 
ment policies until 1946 when they too 
dropped out. 

In 1948 Penn Water concluded to 
build a new steam plant at Holtwood 
but the contract of 1931 required the 
approval of Consolidated before Penn 
Water could undertake any major ex- 
pansion and Consolidated vetoed the 
plan. (As an interesting side light not 
in the record, the bed of the Susque- 
hanna in those parts contains great 
drifted deposits of anthracite fines 
brought down the Susquehanna from 
the processing plants of the anthracite 
mines in the area of its headwaters. 
These river-bottom beds of coal are 
comparable to beds of sand and can 
easily be obtained by suction dredges. 
The accumulations in the still pool in- 
crease from year to year in stockpiles 
throughout the length of the reservoir. 
It was the profitable use of this fuel 
Penn Water planned. ) 

About September, 1949, Penn 
Water instituted suit in the U. S. Dis- 
trict Court of Maryland, notified Con- 
solidated that it had terminated the 
agreement of 1931, and asked the 


exempt from the antitrust laws and the courts have original 


q “Pusxic utilities subject to Federal regulation are not 


and plenary jurisdiction to enforce such laws independently 
of the regulatory agency.” 
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court to enter a declaratory judgment 
that the contract violates the Federal 
antitrust laws, is contrary to public 
policy and the laws of Pennsylvania, 
and therefore wholly void. The court 
issued a restraining order requiring 
continuation of established operating 
practices between the parties. On trial 
the lower court held the contract valid. 


(,— to the heart of the issues pre- 
sented to the court of appeals, 
Mr. Justice Soper, speaking for the 
court, said of the 1931 contract (86 
PUR NS, at page 40) : 


The district judge found and it is 
not disputed that the effect of the 
quoted provisions . . . of the contract 
is to confer upon Consolidated the 
power to control (1) the prices at 
which Power [Penn Water] may sell 
its product; (2) the extent to which 
Power may extend its plant; (3) the 
territory in which Power may sell its 
product ; and (4) the amount of back 
feed energy which Power must pur- 
chase from Consolidated. 

We are in agreement with this in- 
terpretation of the contract. It ex- 
pressly forbids plant expansion or de- 
velopment by Penn Water without 
Consolidated’s consent; and also for- 
bids the sale of electric energy by Penn 
Water without Consolidated’s ap- 
proval, and accordingly empowers 
Consolidated to fix Penn Water’s 
prices. Hence the effect of the con- 
tract was to divide between two large 
power companies a trade territory 
wherein they would otherwise have 
been competitors; and to give one of 
them the power to fix prices for the 
other and to forbid plant expansion by 
the other, however beneficial to the 
other or to the public interest it might 
be 


It follows that the contract is in- 
valid because it violates § 1 of the 
Sherman Act, 15 USCA § 1, which 
provides that every contract in re- 
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straint of trade or commerce amon 
the several states is illegal. While the 
statute has been held to apply only to 
those restraints which are unreason- 
able in character, it has been repeated- 
ly adjudged that price-fixing agree- 
ments are unlawful per se. . . . 


The court points out that, although 
public utilities subject to regulation by 
governmental bodies do enjoy certain 
monopolistic privileges, the fact that 
they operate under regulation does not 
exempt them from the antitrust laws. 
To so exempt them completely from 
those laws and the authority of the 
courts having jurisdiction to enforce 
them would require express statutory 
exemption. Numerous cases are cited 
in support of these views. 


Ov appeal Consolidated urged the 
contention that the Federal Pow- 
er Act vests in the FPC exclusive 
primary jurisdiction to determine 
whether the contract at issue violates 
the Sherman Act. The court pointed 
out that Penn Water is subject to the 
Federal Power Act both as a licensee 
under Part I and as a public utility 
under Part II. The nature and scope 
of the commission’s powers and re- 
sponsibilities are discussed at consider- 
able length. In conclusion, the opinion 
states (86 PUR NS, at page 45): 


. .. The district courts of the United 
States are given exclusive jurisdiction 
of violations of the act, or of rules or 
orders thereunder, and of all suits to 
enforce any duty created by the act or 
enjoin any violation thereof. . . . 

It is contended that these enactments 
contemplate prior administrative de- 
termination by the commission, and 
that until this action is taken, the dis- 
trict courts do not have jurisdiction to 
revoke licenses under § 26, 16 USCA 
§ 820, or to restrain violations of the 


828 





THE SIGNIFICANCE OF THE SOPER DECISION 





- 




















Regulation by Attrition 


wat Here proponents of the Federal Water Power Act of 1920, 
reinforced by the skilled legislative draftsmen of 1935, have 
written into our scheme of Federal regulation certain inexorable con- 
ditions relating to licensed hydroelectric projects on ‘navigable’ waters 
of the United States. For good measure, there are important restrictions 
circumscribing the operation of PUBLIC UTILITIES. All this adds up to 
strait-jacket controls exercised ‘in the public interest’ by the Federal 
Power Commission.” 





statute under § 314, 16 USCA § 825m. 
It is also suggested that since public 
utilities like Penn Water were subject 
to the Sherman Act at the time that 
the Federal Power Act was passed, 
there could have been no other reason 
for the insertion of the prohibitions of 
the Sherman Act in § 10(h), 16 
USCA § 803(h), except to shift the 
forum in which restraints of trade of 
public utilities could be ascertained and 
corrected, from the district courts to 
the commission. 

The argument does not carry con- 
viction. The prohibition against 
monopolistic combinations was in- 
cluded among the conditions upon 
which the Power Commission may 
issue licenses for the construction and 
maintenance of power projects—not to 
deprive the courts of jurisdiction to 
enforce the antitrust acts, but to make 
it perfectly clear that no licensee can 
legally agree to limit output, restrain 
trade, or fix prices. The condition was 
a reaffirmance of the Sherman Act and 
was designed to restrict rather than 
to enlarge the commission’s authority. 


Ao analysis of cases and 
precedents in point is followed 
by these comments : 
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. . . The maintenance of uniformity 
of regulation and the control of the ac- 
tivities of an industry of national scope 
by a specialized body are as important 
in the field of electric power as in the 
field of transportation by rail or water ; 
but the control of the Federal Power 
Commission over the power sites of 
the country and over the interstate 
transmission of electric energy is not 
disturbed by the retention of the juris- 
diction of the courts to enforce the 
antitrust acts. Indeed the Federal 
Power Commission itself has indicated 
that in its opinion it possesses the pow- 
er to regulate the rates for the trans- 
mission of electric energy by Penn 
Water in Pennsylvania to Consoli- 
dated in Maryland, and to maintain 
the interconnection of their facilities, 
even if the basic contract between them 
is invalid. 


By way of further amplification this 
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footnote is added to the decision: 


Even if it should be held that the 
Federal Power Act requires a prelimi- 
nary determination by the Federal 
Power Commission in order to clothe 
a district court with jurisdiction to en- 
tertain a suit to revoke a license or en- 
join an act of a utility in violation of 
the antitrust acts, it would not neces- 
sarily follow that such a determina- 
tion is necessary to give jurisdiction to 
the district court in a case of this kind. 
The instant suit was not brought to 
enforce the antitrust acts, but to secure 
a judgment declaring that the basic 
agreement violates these acts and is 
therefore void. See the Declaratory 
Judgment Act, 28 USCA § 2201. 
However, in view of the conclusions 
stated in our opinion, it is not neces- 
sary for us to determine the weight to 
be given to this distinction. 


pep 1938 Penn Water has respond- 


ed to four lengthy proceedings, in- 
volving particularly (1) jurisdictional 
questions not previously settled by the 
courts, and (2) the wholesale rates 
for energy produced at Holtwood and 
Safe Harbor. The fourth and last 
of these cases was not the least. One 
hundred ninety-one days of hearings 
and 26,764 pages of testimony went 
into that proceeding and a $2,000,000 
rate reduction order was the end 
product. 

Penn Water’s motion for rehearing 
before the FPC, preparatory to the 
appeal recently argued before the 
District of Columbia Court of Ap- 
peals, was denied (FPC Opinion 
173A, 82 PUR NS 286) with these 
comments : 


. . . If there are questions as to the 
legality of the foundation contracts 
which are in litigation, as respondents’ 
application for rehearing indicates, the 
validity of our order is not dependent 


JUNE 21, 1951 


upon the decision of those questions. 
In our opinion and order we took care 
to leave the continuation of the opera- 
tion of the integrated and intercon- 
nected system in full effect, merely 
changing the rates . . . (Italics sup- 
plied.) 


HIs restrained sentence in the 

opinion is arresting! Has the 
commission such power? Penn Water 
is a Pennsylvania corporation and its 
hydro projects on the Susquehanna 
are within the state of Pennsylvania. 
Suppose the company concludes it can 
make more money for its stockholders 
if it operates only intrastate. It is now 
freed of its contractual obligations to 
the Baltimore company. Mr. Justice 
Soper, in a footnote to his opinion, 
called attention to the fact that while 
the contract with Consolidated pre- 
vented Penn Water from any substan- 
tial expansion, over half a billion dol- 
lars has been spent by other electric 
utilities in Pennsylvania for new plant. 
May Penn Water now join the march 
of progress? 

The proponents of the Federal 
Water Power Act of 1920, reinforced 
by the skilled legislative draftsmen of 
1935, have written into our scheme of 
Federal regulation certain inexorabie 
conditions relating to licensed hydro- 
electric projects on “navigable” 
waters of the United States. For good 
measure, there are important restric- 
tions circumscribing the operation of 
public utilities. All this adds up to 
strait-jacket controls exercised “in the 
public interest” by the Federal Power 
Commission. Furthermore, the “area 
of administrative discretion” is en- 
larged. FPC has statutory duties to 
enforce and any deviation would be 
in violation of the oath of office. 
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HIs is not an overstatement. Since 

these Pennsylvania - Maryland 
cases are somewhat unique in our legis- 
lative annals, reference may profitably 
be made to specific provisions of the 
Federal Power Act—in the category 
of statutory requirements not hereto- 
fore successfully challenged! 

First came the Water Power Act of 
1920 (amended as Part I of the Fed- 
eral Power Act) authorizing the issu- 
ance of 50-year licenses for the occu- 
pation and use of strategic power sites. 
The license is a contract between the 
utility and the government, permitting 
government purchase of the utility 
project when the 50-year license ex- 
pires. What is a “project”? The law 
says : 


... “project” means complete unit of 
improvement or development, consist- 


ing of a powerhouse, all water con- 
duits, all dams and appurtenant works 
and structures (including navigation 
structures) which are a part of said 
unit, and all storage, diverting, or fore- 
bay reservoirs directly connected 
therewith, the primary line or lines 
transmitting power therefrom to the 
point of junction with the distribution 
system or with the interconnected pri- 
mary transmission system. .. . 


Reading further we find that 


§ 10. [As amended August 26, 
1935.] All licenses issued under this 
Part shall be on the following condi- 
tions: 

(a) That the project adopted, in- 
cluding the maps, plans, and specifica- 
tions, shall be such as in the judgment 
of the commission will be best adapted 
to a comprehensive plan .. . for the 
improvement and utilization of water- 
power development, and for other 
beneficial public uses... . 

(b) That except when emergency 
shall require for the protection of navi- 
gation, life, health, or property, no sub- 
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stantial alteration or addition not in 
conformity with the approved plans 
shall be made to any dam or other 
project works constructed hereunder 
of an installed capacity in excess of 
100 horsepower without the prior ap- 
proval of the commission. . . . 


Pr is further provided “that when 
said power or any part thereof 
shall enter into interstate or foreign 
commerce the rates charged and the 
service rendered by any such licensee 
or by any subsidiary corporation . . . 
shall be reasonable, nondiscrimina- 
tory, and just... . ” Furthermore, 
“jurisdiction is hereby conferred upon 
the commission, upon complaint of 
any person aggrieved, upon the request 
of any state concerned, or upon its 
own initiative to enforce the provi- 
sions of this section, to regulate and 
control so much of the services ren- 
dered and of the rates and charges of 
payment therefor as constitute inter- 
state and foreign commerce... .” 

All these conditions specifically per- 
tain to licensees and their “project 
work.” Holtwood and Safe Harbor 
are licensed projects. Penn Water and 
the Safe Harbor Company are also 
“public utilities” as defined by Part 
II of the Federal Power Act. The 
commission’s power over public utili- 
ties is no less explicit or drastic. 
Whenever it 


finds such action necessary or appro- 
priate in the public interest it may by 
order direct a public utility ...to estab- 
lish physical connection of its trans- 
mission facilities with the facilities of 
one or more other persons engaged in 
the transmission or sale of electric en- 
ergy, to sell energy to or exchange en- 
ergy with such persons ... [and] may 
prescribe the terms and conditions of 
the arrangement . . . (Italics supplied. ) 
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Part IT also erects a formidable bar- 
rier which Penn Water and Consoli- 
dated may find difficult in readjusting 
their various corporate affiliations. 
The consent of the commission is pre- 
requisite to the purchase, sale, or lease 
of facilities subject to its jurisdiction, 
as well as mergers or consolidations of 
’ facilities of a value in excess of $50,- 


000. 


N° situation quite comparable to 
this has arisen during the com- 
mission’s twenty years’ administration 
of hydroelectric licenses, fifteen of 
these years under the Federal Power 
Act. What will the outcome be? 
The commission has this distinct ad- 
vantage. The Federal Power Act is 
clear and explicit. The powers and 
duties of the commission are very 
fully stated. There can be no doubt 
that Congress intended the commis- 


sion to exercise a very broad discre- 
tion. The courts have shown little in- 
clination to question its decisions con- 
cerning “the public interest.” A defi- 
nite pattern of regulation has now 
been established with the approval of 
the Supreme Court. Congress has 
shown no disposition to change the 
laws. 

In the Penn Water-Consolidated 
controversy the commission will no 
doubt find unusual complications and 
perhaps competent operating men will 
support diverse views concerning what 
best may promote “public interest.” If 
need be the commission, secure in its 
ample authority, may find it expedient 
to accomplish its objectives by stages, 
so to speak, preserving to the fullest 
practicable extent the technical eff- 
ciencies recognized for many years as 
characteristic of this great electric 
power grid. 





The American Way 


¢ oo the American way rewards initiative and enter- 

prise, energy and thrift, we have outproduced the 
world—made more things faster, and at a lower cost—for 
three reasons: (1) We developed new kinds of power; (2) we 
invented and used new machines; (3) we became more skillful 
workers. 

“All of this progress required capital saved from worker's 
earnings. These savings, in turn, made each hour of the work- 
ers time more profitable to him. Eight thousand dollars per 
worker is the average investment for all American industry. 
Some industries require much more investment per worker; 
for example: 

Electric utilities 
Tobacco products 
Petroleum products 
Chemical industry $24,515 
Railroad transportation $21,100 

“These figures show the money it takes to make one job for 
ONE worker. They represent the investment required for all 
he needs to earn the wages he gets in these industries.” 

—PIcTorIAL PuBLisHErs, INC. 
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$55,000 
$41,200 
$32,200 
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The Men Who Direct 


This article presents a graphic account of problems of corpora- 

tions with respect to the boards of directors, particularly the 

controversial questions of stock ownership by directors. Should 

directors be taken in “from the outside” without too much per- 

sonal knowledge? Should the ultimate balance or appeal to pub- 
lic favor be considered in their choice? 


By H. EUGENE DICKHUTH* 


let was issued listing the 284 

citizens of the United States 
who are directors of the nation-wide 
Bell telephone system. As board mem- 
bers, they are ultimately responsible 
for the adequacy of telephone service, 
for the amount of dividends paid to 
nearly 1,000,000 stockholders, and 
for the working conditions and oppor- 
tunities for more than 600,000 em- 
ployees who make the telephone serv- 
ice tick. 

Who are these men and by what 
principle or philosophy were they 
elected ? 

In addition'to top operating officers 
of the 22 regional companies, most 
directors are outsiders. They may be 
local businessmen, industrialists, bank- 
ers, manufacturers, lawyers, and 
others. The way the Bell system is or- 
ganized, it allows members of the 


A BOUT a year ago, an 89-page book- 


*For personal note, see “Pages with the 
Editors.” 
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various boards to function with full 
regard to local conditions in their ter- 
ritory. 

Indeed, American Telephone and 
Telegraph Company seems to have 
gone further, at least as far as sev- 
eral others, in giving public interests 
the widest possible application in order 
to be in the closest possible touch with 
popular feeling about public utilities 
in general and telephone service in 
particular. 

A similar philosophy is expressed 
in the constitutions of the New York 
Stock and Curb exchanges, which re- 
quire several men outside the strict 
field of finance to be governors—in 
addition to the elected members of the 
exchanges. Conscious of their func- 
tions, they have regarded this a desir- 
able procedure. 


CONTRARY view in practice, but 
not in spirit, is held in the oil 
industry. Some companies, such as 
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Standard Oil Company (New Jer- 
sey), the holding company, insist that 
their best interest, and that of their 
stockholders, is served best by having 
directors who are full-time employees 


in various capacities. 

They may be salesmen, geologists, 
lawyers, and others by background. 
They work in the company every day 
and they have an opportunity to ex- 
press their praises and woes every day 
over a luncheon table—compared with 
the, perhaps, normal meetings of out- 
side directors say once every month 
or three months. 

These are the two extremes. Both 
have worked very well under the cir- 
cumstances in which they were em- 
ployed—there is no mistake about 
that. 

However, there are numerous fac- 
tors and angles to consider at the pres- 
ent time. One, for instance, is the 
question of stock ownership by direc- 
tors. This can be argued both ways 
quite easily by anyone who has at- 
tended stockholder meetings in recent 
years and has been subject to the men- 
tality of certain minority groups. 


- this new age of democratic Capi- 
talism — or capitalist democracy 
—-a man owning five or ten shares 
will inquire of the chairman whether 
directors, present or absent, own any 
shares of his company. 

If they do possess substantial hold- 
ings, they may be accused of being in- 
siders “feathering their own nests” — 
quite unjustly, of course. If they do 
not own any shares, vociferous men 
and women may demand to know 
“how come” that those who do not 
have an interest in the business, could 
have been appointed directors. Such 
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line of questioning, justly or other- 
wise, has occurred for years. 


_ examine the pros and cons of 
the various aspects which have 
come up so far. If reasoning is re- 
duced to its fundamentals, it matters 
very little whether directors are in- 
siders and employees or outsiders and 
representatives of the public. The 
French have had a word for it for a 
long time, “success justifies every- 
thing.” 

Yet, the management of a broken- 
up utility empire whose board, at one 
time was probably appointed by the 
Federal courts and the Securities and 
Exchange Commission, may be very 
happy to have competent outside ad- 
vice on its problems whenever direc- 
tors should meet. Often, insiders can- 
not see the forest because of the trees. 

Stock ownership, too, is an elusive 
matter. Assuming that the company 
in question will be required to do bank 
or underwriting financing. Then the 
holders of the various securities could 
be expected to have different opinions 
on the matter depending on how their 
own interests are affected. In such an 
event, a substantial ownership of 
securities by directors may be decided- 
ly undesirable, tending to influence 
their judgment. In other words, own- 
ership of stock or bonds does not 
necessarily mean that beneficial pos- 
sessors of the securities can be expect- 
ed to have sound judgment—quite to 
the contrary, sometimes. 

In many instances, it was pointed 
out to this writer, ownership of securi- 
ties can be quite embarrassing indeed. 
If directors of substantial holdings 
buy or sell, their changes of owner- 
ship are subject to report to the New 
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Convincing Youthful Minds 


. Sgr utilities have achieved significant successes in some locali- 

ties, but much remains that can be done to convince the public that 
private ownership of the public utility industry is desirable. Impressions 
in a high school boy's and girl’s mind are sometimes much more im- 
portant than endeavoring to persuade the older generation of your 
worthiness. Thus, the question of junior boards of directors and their 
local organization is certainly one method to consider for all those 
public utility executives who are conscious of the nationalization of the 

industry in overseas countries.” 





York Stock Exchange and other 
registered securities markets. They 
have to advise the newspapers of 
periodic alterations in their well- 
known “insiders’ reports.” 


HAT is the reason why many com- 
pany directors—believing in the 
enterprises they are connected with— 
place their stocks and bonds in their 
wives’ names or those of relatives, 
keeping only a modest portion for 
themselves—officially. That’s another 
reason why the question of stock own- 
ership raised at so many shareholder 
meetings is all but meaningless. 
What, then, remains in this respect? 
It’s undoubtedly the competence of 
management and the competence of 
the individual board members. A. F. 
Tegen, president of General Public 
Utilities Corporation, told this report- 


er that one of the greatest supports he 
had ever received in his career came 
from his “completely independent 
directors” who had “very excellent 
ideas.” 

Standard Oil argues the same line 
on the basis of inside directors, all of 
whom are highly competent in their 
own fields. 

This brings up a number of ques- 
tions. To whom are directors of com- 
panies — public utility companies, 
specifically—to pay primary atten- 
tion? They have, of course, three 
vast publics to cater to: stockholders, 
the consuming public, and employees. 
In fact, these three groups may be in- 
terlocking in this new era of capitalist 
democracy. 

Each of these three groups will have 
different criteria by which to “judge 
the worth of their representatives.” As 
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stockholders they may complain of 
low dividends ; as the consuming pub- 
lic they may be against higher rates; 
and as employees they may be opposed 
to the decision that no raise in salary 
is warranted at this particular time. 
These three different viewpoints 
have to be reconciled, every competent 
observer admits, and it is up to the 
wisdom of individual board members, 
collectively, how they can be resolved. 


S° far as utilities, specifically, are 
concerned, the so-called local 
angle thus remains a knotty problem. 
Let’s assume a South Carolina com- 
pany has a board composed exclusive- 
ly of South Carolinians. They may 
be very efficient and boast of repre- 
senting the locality in which they op- 
erate. However, ownership of their 
shares may be distributed throughout 
the country, with South Carolina 
being in the distinct majority. 

The same may be true in Rochester, 
New York, or South Bend, Indiana. 
Hence, local representation may solve 
only part of the problem, so far as 
utilities are concerned, since three 
groups are to be considered right 
along. 

This brings up the problem of “in- 
side” boards. In this day and age of 
minority stockholder groups question- 
ing every move of management, many 
a utility president may well consider 
this a vital question. He, obviously, 
would like to be assured of support 
against what he often considers un- 
warranted attacks against his policies 
and principles. 

This leads quite often to the “pack- 
ing” of boards with friends and local 
stockholders of substance who, to- 
gether with the officers, can outvote 
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minority groups. As long as such 
local directors are competent, there 
can be very little objection to this pro- 
cedure, especially if they can see the 
problems of the other two groups in- 
volved—the consuming public and 
employees. 

But, to be quite blunt about it, it is 
one of the “outside” criticisms of the 
utility business—that there are too 
many cases of “inside” directors— 
with exceptions, of course. 


I’ discussing the “men who direct,” 

it may be well to point to a foreign 
development which, in due course, 
may have profound influence on this 
side. 

It was early this year, when the 
West German government made a mo- 
mentous move. It granted some 500,- 
000 iron, steel, and coal workers a 50 
per cent representation on boards of 
directors, as a matter of principle. 

By a strange coincidence, a similar 
arrangement was in force at the time 
of the Russian Revolution after 1917, 
but it was soon rejected as imprac- 
ticable in the face of ordinary working 
conditions. 

The British Labor party also con- 
sidered making this or analogous pro- 
posals part of its philosophy, only to 
be rejected by its own members. The 
Russians, apparently, found it highly 
unwieldy to deal with their own work- 
ers. The latter were able to boycott 
official policy without knewing what 
it was precisely. In the British case, 
leaders of the Labor party appear to 
have been turned down on the grounds 
that such a move would impose too 
much responsibility on the average 
workingman. 

American industrialists with exten- 
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sive properties in Western Germany 
were at first quite alarmed at the Bonn 
government’s decision to grant labor 
demands along those lines. Later local 
employer groups got together and 
offered labor representatives as much 
as 33 per cent representation on 
boards, on the theory that stockhold- 
ers, management, consuming public, 
as well as labor, should have an almost 
equal share of responsibility. 

This proposal was denied by the 
German unions. They were in an ex- 
tremely strong position because ever 
since the end of the war their demands 
had been negligible and the point of 
50 per cent representation on boards 
was the one issue on which they were 
willing to “do or die.” 

Political pressure was toostrong for 
the Adenauer government at Bonn. 
All factions gave in but labor and the 
principle became law in the three in- 
dustries mentioned. Union organiz- 
ers, confronted with the experience in 
Britain and Russia, replied that Ger- 
man labor could do what was impos- 
sible in the United Kingdom and the 
Soviet Union. 


| gpg neocon of these details abroad, 
it is perfectly obvious that the 
question of labor representation on 
boards of directors here will become 
acute in due course. Up to this point, 
farsighted managements have seen fit 
to appoint advisory committees of em- 
ployees’ groups to meet with them 
periodically. There are also outright 
labor committees meeting with direc- 
tors, without voice, however, except 
moral suasion. 

In such isolated organizations as the 
Royal-Liverpool insurance group, top 
management has found it advisable to 
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have meetings with lower-echelon 
members — with excellent business 
effect, incidentally. 

This is not to say that labor requests 
for representation on boards of direc- 
tors are impending immediately—only 
that, judging by the experience of the 
last few years, it is not unlikely that 
American unions may try to emulate 
their Continental brethren. 

In such an event, the utility indus- 
try is in an excellent position. Com- 
pared with other businesses, such as 
steel, coal, and iron, for example, its 
use of labor in the end-product is very 
low, indeed. Thus, the industry can- 
not be expected to be affected quite as 
much as others where the labor ele- 
ment is a very important factor. 

It seems hardly conceivable at this 
point that the stockholders’ privileges 
could ever be jeopardized in the 
United States where private property 
is such an important part of the phi- 
losophy underlying the sovereignty of 
the 48 states. 

That does not mean, however, that 
a system of special labor directors 
might not be adopted here—eventu- 
ally, and it is a point worth thinking 
about. In the historical perspective, 
anticipation is ever so much more 
effective than giving in to the current 
trend. 


| eemne utilities have achieved sig- 
nificant successes in some localities, 
but much remains that can be done to 
convince the public that private own- 
ership of the public utility industry is 
desirable. Impressions in a high 
school boy’s and girl’s mind are some- 
times much more important than en- 
deavoring to persuade the older gen- 
eration of your worthiness. Thus, the 


JUNE 21, 1951 





PUBLIC UTILITIES FORTNIGHTLY 


question of junior boards of directors 
and their local organization is certain- 
ly one method to consider for all those 
public utility executives who are con- 
scious of the nationalization of the in- 
dustry in overseas countries. 


‘T= public relations job done by 
American Telephone and Tele- 
graph Company, as one of the top con- 
cerns in this field, is encouraging. 
Of course, it will take time for many 
of the divested companies to formu- 
late new policies and to have their new 
chief executives and directors formu- 
late policies. However, the trend of 


be wasted so far as launching an effec- 
tive program is concerned to acquaint 
the public with the function of man- 
agement serving the public. 
Whatever the local problems are, 
they should be taken into considera- 
tion, naturally; but an industry as im- 
portant as the utilities could hardly 
remain silent in the face of the present 
challenge from several quarters. 
Explaining how directors are 
chosen and elected and the reasons 
therefor, is just one of the problems, 
but, if done effectively, it is one 
method of making friends among 
stockholders, consumers, and labor 


the times is such that no time should using your services. 





é¢ HE electric power industry in this country provides 

a vast network of facilities which furnish an abundant, 
dependable, and continuous supply of current at rates far below 
those of three decades ago. The amount of electric power 
produced in the United States in 1948 amounted to nearly 337 
billion kilowatt hours, or 44 per cent of the total electricity 
produced in the world, which was five and a half times more 
than that produced in Russia. Since 1920, the electric energy 
produced in the United States, excluding industrial plant pro- 
duction, has increased more than sevenfold and the rate of in- 
crease has been sixteen times the annual growth of population. 
The industry has a margin of about 15 per cent in reserve capac- 
ity. This is considered adequate since the interconnected systems 
of the privately owned utilities make surplus power instantly 
available to any point of emergency. Furthermore, another 
12,500,000 kilowatts of capacity are under construction and 
scheduled for completion by the end of 1952. Should necessary 
materials and man power be available to complete this program, 
the industry would be prepared to meet any demands that may 
be made upon it. 

“Telephone service in America is the best in the world and 
its facilities are extended to practically all communities in this 
country by means of more than 151,000,000 miles of wire. There 
are 41,800,000 telephones in the United States as .compared 
with 1,500,000 in Russia. As a matter of fact, about two-thirds 
of all telephones in the world are in the United States. 

. the telephone system is prepared to fulfill all of the 
everyday requirements as well as to meet any emergency.” 
—Excerpt from New England Letter, 
published by the First National Bank 

of Boston. 
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A Utility Holds “Open Lobby” 


A description of a notable example of publicity 

efforts by an active utility. This story deals with 

utilizing the downstairs lobby of a 15-story modern 

office building in the heart of Cincinnati to assist 

various civic, educational, charitable, and other 
projects. 


By GEORGE W. KEITH* 


ERE she alive today, Alice 
would find a new Wonderland 
in a place she would least ex- 
pect—the heart of Cincinnati in the 
downstairs lobby of a 15-story mod- 
ern office building. 
Instead of talking animals she’d see 
a walking, talking electric refrigerator 
that got arrested for jaywalking; a 
real full-sized merry-go-round, filled 
with laughing, happy whirling 
children ; an ice-skating rink on which 
real live ladies and gentlemen pirou- 
etted; the most perfect miniature 
trains, chugging, puffing, and tooting 
in the largest model railroad yards on 
earth; a life-sized home, complete 
with all fine furnishings, and every- 
thing electrical imaginable; and many 
other things, including something 
Lewis Carroll did not dream about— 
a mock-up of an atomic pile, conjur- 
ing up future magic which neither 


*For personal note, see “Pages with the 
Editors.” 


839 


Alice nor myself could comprehend. 
Today Alice would be inflation- 
conscious, and get an added thrill to 
find this Wonderland free to every- 
body. 
All this is by way of introduction to 
the continuous “World’s Fair in 
Miniature” conducted by the Cincin- 
nati Gas & Electric Company, using 
some 2,000 square feet of its front 
lobby formerly devoted to retailing 
appliances and fixtures. 


“7 is impossible to estimate the 
good will deriving to the com- 
pany and all concerned in these ex- 
hibits,” Walter C. Beckjord, president 
of the utility, told this author who 
queried him in connection with a 
special assignment, seeking the com- 
plete story of this remarkable example 
of successful public relations. 

The executive is particularly aware 
of his company’s—any company’s— 
obligation toward the citizenry at 
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large. His favorite quotation is from 
Lincoln’s utterance, “Public sentiment 
is everything. With public sentiment, 
nothing can fail; without it, nothing 
can succeed.” 

“No other business,” he told his 
shareholders in his latest annual re- 
port, “is so intimately related to the 
lives of all its customers, and to the 
community as a whole, as that of your 
company. Nor is any other so de- 
pendent upon the confidence and good 
will of its customers. Consequently, it 
is a major concern of your manage- 
ment to shape the company’s entire 
operations in the public interest—to 
build public confidence—and to main- 
tain a position of leadership in com- 
munity responsibility. As a result of 
this policy we believe our customers 
are favorably impressed with the good 
citizenship of the company in the com- 
munities which it serves.” 

CG&E is in fact in the forefront of 
every civic project, Cincinnati Sym- 
phony Orchestra, Summer Orchestra, 
Red Cross, Community Chest, Traffic 
Safety, Boy Scout-Dan Beard Cen- 
tennial, etc. 


|S igre this article is concerned 
chiefly with the lobby shows, and 
everybody is of one mind as to their 
value—the Onion Pie Affair dissent- 
ing, of which more later; educational 
in the extreme, they are commercially 
sound as well. 

As President Beckjord said, “They 
are a wonderful means of acquainting 
more people with the uses of electrical 
and gas appliances, and they are high- 
ly instructive in demonstrating the 
part electricity plays in the world.” 

It seems these shows have become 
such an unofficial adjunct to formal 
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education in the greater Cincinnati 
area that CG&E has come to mean 
“College of General Education” as 
well as Cincinnati Gas & Electric. 

Almost daily chartered busses may 
be found discharging precious cargoes 
of curious youth in search of knowl- 
edge to enable them to cope with the 
realities of a stern world. Their let- 
ters to the utility, from grade school 
to university students, indicate they 
do find, in a measure, what they seek. 

The exhibits stem from the aban- 
donment by CG&E of the retail field. 
The merchandise removed, there was 
a large void which had to be traversed 
before reaching the cashiers’ windows 
by those who paid their bills in person. 

Including those who transacted 
other business on the first floor there 
were 75,000 who monthly took the 
long walk. 

To give this made-to-order audience 
something else to think about besides 
paying their bills was the urgent prob- 
lem. It must be something to leave a 
good impression on their minds, the 
commercial equivalent of the theatri- 
cal axiom, “Send them away laugh- 
ing.” 


HE problem of this vacuum, 

which is “the space occupied by 
nothing,” was dumped into the lap of 
a young man with advertising in his 
blood. To that kind of man a vacuum 
is more abhorrent than it is to Mother 
Nature herself. 

He must fill the lobby, and fill it he 
did. Every month since July, 1946, 
it has been filled with a different kind 
of exhibit. 

In conjunction with the Cincinnati 
Electrical Association, the Greater 
Cincinnati Gas Range Association, 




















and the three newspapers, The En- 
quirer, The Post, and The Times Star, 
merchants’ gas and electrical wares 
are displayed in the utility’s lobby. 

Now, if these were merely merchan- 
dise displays there would be no story; 
but in addition to the respective dis- 
plays there is each month a free per- 
formance, a contest, or some kind of 
feature. 

It is this extra added attraction 
which has caused more than a'million 
people annually to visit the lobby. 
This is indeed a modest estimate, since 
the December show, alone, attracted 
more than 150,000 men, women, and 
children from Ohio, Indiana, Ken- 
tucky, and West Virginia. 


| prs four years in succession these 
shows have been instrumental in 
earning for CG&E the Public Utilities 
Advertising Association award in the 
class which includes Chicago, Cleve- 
land, Detroit, New York, and Phila- 
delphia. 

As this was being written CG&E 
was awarded the Edison Electric In- 
stitute palm for the best residential 
lighting promotion. Also, because of 
the lobby shows and other institutional 
activities, CG&E was presented with 
the governor’s award for 1950, by the 
Ohio State Development Commission 
“for the advancement of Ohio’s pres- 
tige.” 


A UTILITY HOLDS “OPEN LOBBY” 


@ tiey first lobby exhibit, designed 
to highlight good lighting, had as 
its feature the world champion typist, 
a lady who had to be traced through 
newspaper clippings, Cincinnati to 
Cleveland to Chicago, phone direc- 
tories, and whatnot, and who finally 
arrived just in time to star in the 
premier performance. She was a hit, 
and she has been followed by hits ever 
since. 

They have been due largely to the 
efforts of Edward J. Hodgetts, the 
man the astute management of CG&E 
appointed as a kind of Plenipotentiary 
Extraordinary to the Court of the 
Populace. 

Although a registered engineer and 
designer of such things as an original 
visibility chart, his life seems centered 
on public relations, for which he is 
eminently fitted, both by personality 
and resourcefulness. 

He wears on his face a look of per- 
petual modest, pleased surprise, as 
though amazed at the things he causes 
to happen in the lobby, and at their 
splendid reception. However, that is 
not the case, as he seems instinctively 
to understand what the public is in- 
terested in at any given time. 

Thus it was that as soon as the first 
show closed in July, he knew what he 
wanted in the following December. 

Being the kind of family man who 
takes his enthusiasm for his job to the 
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ing, had as its feature the world champion typist, a lady who 
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Cleveland to Chicago, phone directories, and whatnot, and 
who finally arrived just in time to star in the premier per- 
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dinner table, he tested his son Craig’s 
reaction to a mammoth model train 
show in tune with the Christmas sea- 
son. 

This proved to be a most fortunate 
move, for the boy’s response told him 
he was on the right track and started 
him on a search for a suitable layout. 

Not only that, but after his efforts 
proved fruitless, he was met at the 
door with a remark from his son. 

“Dad,” said Craig, excited, “Kenny 
Hall’s father works for the B&O, and 
he says they have the biggest electric 
train in the whole world! He saw it in 
Indianapolis !” 


HIs sounded too good to be true, 
for neither the local offices of that 
road nor any other road knew about 
such an outfit. Neither did the Wash- 
ington headquarters of all the roads. 
Nevertheless, Craig and Kenny 
were proved right, and as a result had 
their pictures in the newspapers stand- 
ing beside their beloved train which 
they had “discovered.” 

The railroad layout is the biggest 
attraction of all every Christmas time, 
which is understandable when we 
learn from an article in Collier's that 
there are approximately 500,000 
permanent toy train installations in the 
nation. And that there are yearly sales 
of about $18,000,000 of these choo- 
choos, mostly as Christmas gifts. 

There are no statistics available as 
to just how many trains are sold in 
Cincinnati because of the lobby shows, 
but merchants are satisfied their influ- 
ence is tremendous and without price, 
and they particularly laud the sales- 
manship which presents the shows at 
such an appropriate time. 

“That,” said Stanley Dahlman, pro- 
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motion expert for the Cincinnati Post, 
“is what we admire in all the shows— 
their timeliness. They are not only 
educational and entertaining, but they 
are always topical, something you 
have just read about in the news- 
papers.” 

Typical of this was the atomic en- 
ergy display, which was borrowed 
from the American Atomic Energy 
Museum at Oak Ridge, Tennessee, for 
a period of three weeks. 

Usually shown for but one week, 
this was the only instance in which it 
was permitted to be exhibited in any 
place other than a college or univer- 
sity. CG&E was duly flattered by 
being thus excepted. 


HE AEC, U. S. Public Health 

Service, University of Cincinnati, 
and the local Civilian Defense Organi- 
zation were the sponsors. Westing- 
house and General Electric con- 
tributed appropriate pamphlets and 
scientific lecturers. 

Museum authorities were greatly 
pleased with the staging and attend- 
ance as every segment of greater Cin- 
cinnati’s population displayed deep in- 
terest, as all phases of the possibilities, 
dangers, and benefits of atomic energy 
were dramatically presented. 

Realizing the concern for housing 
is a lively topic, in connection with 
National Home Week, the utility 
staged a promotion in which a 6-room 
house was constructed in the lobby. 

It was not a flimsy, simulated minia- 
ture, but the same prefabricated house 
you would set up on your lot perma- 
nently. It was furnished throughout 
by the H. & S. Pogue Company, one 
of Cincinnati’s finest department 
stores, and an electric eye tabulated 
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Promoting Civic Enterprise 


“|... CG&E might well mean Civic Growth and Enlightenment, when 

we consider its ‘branch chamber of commerce’ activities in selling Cin- 

cinnati to the world through advertisements in TIME, and other general 

circulation media. These ads have undertaken to do nationally what the 

lobby shows are doing locally and in the tristate area of Ohio, Indiana, 
and Kentucky.” 





a total of 54,262 persons inspecting it. 


With the theme “Good Lighting Js 
Good Housekeeping,” the magazine 
Good Housekeeping was tied in with 
the promotion, and it is said to be 
making plans to use the idea na- 
tionally. 

M. Ray Applegate, of Applegate 
Advertising Agency, expressing his 
amazement at the success of the show, 
reported that Ohio Homes, Inc., 
which constructed the house, won first 
prize for best publicity of the year 
among 300 dealers handling National 
Homes Corporation prefabs. 

As well it might, for the display 
sold 86 houses, according to Stanley 
A. Ferger, advertising director of the 
Enquirer, which publicized the event 
locally. 


HE three newspapers, it should be 
noted here, think so highly of the 
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lobby shows that they draw lots to see 
which paper will handle what show. 
Their co-operation is phenomenal in 
this respect, no matter how divergent 
their editorial policies might be. 

“T know of no other newspapers,” 
said Ferger, “that have given of their 
time, space, and effort so unselfishly. 
This has built good will between the 
various appliance distributors, the 
utility company, and the newspapers. 

“Of even greater importance, how- 
ever, is the good will of the people, 
and since all of these promotions have 
educational background the public has 
profited from learning how to use the 
various services more satisfactorily 
and economically, and has learned . . . 
to live better and happier.” 

John C. Pogue, president of the de- 
partment store, expressing pleasure 
for the privilege of co-operating in the 
housing affair, said much benefit had 
JUNE 21, 1951 
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derived to his store from it, although 
no actual figures could be obtained. 

Displays are arranged to coincide 
with the selling season for each kind 
of apparatus. Thus in January of last 
year the home freezer show antici- 
pated warmer weather. 

A 20 x 26-foot ice-skating rink was 
laid down in the lobby, and each ex- 
hibition was opened by rolling in a 
huge home freezer. 

While the audience gasped, the lid 
was lifted, and out popped a girl in 
full skating regalia, 4 la Sonja Henie, 
and went into her fancy figure-skating 
act with her male partner who had 
been standing by. The performers 
were borrowed from the Hotel 
Netherland Plaza floor show. 


Fy wr wnlgpt the Mohawks, local 
hockey team, played shinny on 
the ice, while a giant compressor illus- 
trated graphically what takes place in- 
side the home freezer. 

During intermissions a food insti- 
tute was conducted in the second floor 
auditorium, where every owner of a 
freezer was invited to obtain instruc- 
tions in the care and use of the appara- 
tus. 

Jenny, Inc., ultra swank women’s 
apparel shop, held a fashion show in 
connection with the display, utilizing 
advertising by possibly the cleverest 
lady copy writer in the country. 

Following the freezer exhibit there 
was a TV show, whose slogan, “Tele- 
vision—Watchword of the Home,” 
was matched with “RADAR — 
Watchword of the Nation!” 

The U. S. Air Force sent radar and 
other electronic equipment, from 
Wright Field, along with expert per- 
sonnel to explain their intricacies ; the 
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Navy loaned SONAR, a device to 
measure distance, and identify sub- 
terranean objects, and also the equip- 
ment which reproduces “fish talk”; 
and Westinghouse and the Ohio Na- 
tional Guard showed additional radar 
devices. 

Edward J. McGinnis, business man- 
ager of the Cincinnati Electrical As- 
sociation, a wholesalers’ group, said 
his organization could not say too 
much “in the praise of these many suc- 
cessful activities, and the retail deal- 
ers have likewise been very generous 
in their praise.” 

Small wonder, for it is renorted 
there were 5,000 TV sets sold as 1 re- 
sult of the 100 sets shown in the lobby! 


ee promote interest in gas and 
electric laundry appliances a 20- 
foot merry-go-round graced the lobby 
to the theme “Hop Off Washday’s 
Merry-Go-Round,” and the small fry 
had a field day riding the ponies on 
this, while mothers tried to win prizes. 

Said R. C. Cameron, of General 
Electric’s marketing department, Chi- 
cago, “Cincinnati has been a better 
than average town. . . and I honestly 
believe the substantial acceptance of 
our line has been greatly enhanced 
and intensified by these fine sales pro- 
motions.” 

The Business Centurama, spon- 
sored by the chamber of commerce 
and the public library, featured 
products of 28 firms which have been 
in business 100 years or more, and had 
everybody staring, incredulous, at a 
bill from the “Cincinnati Gas Light & 
Coke Company—Gas $3 a thousand 
feet!” 

In a statement to PuBLic UTILITIES 
FORTNIGHTLY the executive vice presi- 
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dent of the Cincinnati Chamber of 
Commerce said, “I have observed 
these exhibits for a number of years, 
and, in my opinion, they have con- 
tributed a great deal to the civic wel- 
fare of this community. Without ex- 
ception, they have been well conceived 
and expertly presented.” 

Indeed, CG&E might well mean 
Civic Growth and Enlightenment, 
when we consider its “branch cham- 
ber of commerce” activities in selling 
Cincinnati to the world through ad- 
vertisements in Time, and other gen- 
eral circulation media. 

These ads have undertaken to do 
nationally what the lobby shows are 
doing locally and in the tristate area 
of Ohio, Indiana, and Kentucky. 


ae sell dish washers, water heaters, 
garbage disposal units, and in- 
cinerators, a dish-washing derby was 
staged in which contestants tried to 
wash dishes faster than the auto- 
matics. All women’s clubs in the area 
were invited. 

Writing from Cleveland, J. D. 
Walker, for Hotpoint, said, 

“It was a powerful promotion. Ac- 
ceptance for electrical dish washers 
jumped to a new high. I certainly was 
impressed with the way local appli- 
ance offices were deluged with calls 
from dealers, builders, and prospec- 
tive retail buyers.” 

Another promotion to sell these 
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same appliances was a table-setting 
contest by representatives of various 
women’s clubs. 

McCall’s magazine and the Times 
Star worked together with the utility 
to make it a success. The magazine is 
again getting ready to help stage an- 
other such contest as this is written. 

“Everyone here is pleased beyond 
words,” wrote Hunter Sneed, promo- 
tion manager for McCall’s, comment- 
ing on the presentation, and indicating 
like promotions would be used else- 
where. 

To sell gas ranges a cooking and 
baking contest was produced, the ob- 
ject being to find the 15 best heirloom 
recipes in as many classifications. 

Seven hundred men and women of 
unusually high caliber of intelligence 
entered, and Sara MacDuff Austin, 
woman’s page editor of the cospon- 
soring Times Star, declared that this 
more than doubled the number of en- 
tries in a similar nation-wide contest. 

Entrants had to promise to concoct 
their previously submitted recipes be- 
fore the eyes of the judges and huge 
lobby audiences. 


HE contest ran for three weeks, 
and in the daily heats each cook 
was assigned one of 20 ranges, a 
preparation table, chair, and the 
necessary ingredients. 
The unbiased judges were from 
such reputable origins as Miami Uni- 


precious cargoes of curious youth in search of knowledge 


q “Atmost daily chartered busses may be found discharging 


to enable them to cope with the realities of a stern world. 


Their letters to the utility, from grade school to university 
students, indicate they do find, in a measure, what they 
seek.” 
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versity, at Oxford, the Courier Jour- 
nal, Louisville, and industrial and uni- 
versity home economics staffs. 

Since the publicity had been built 
around the ease with which anyone 
can operate a modern gas range, and 
“Make Papa Take over the Family 
Cooking,” it was very fitting that the 
grand prize, a $200 order on any 
range in the display, was won by, of 
all things—a man! 

Rivalry in cooking being what it is, 
the management expected repercus- 
sions; however, the ladies seemed to 
be satisfied that they had not been 
beaten by another lady, and the only 
complaint registered about any of 
the shows was on a daily award. 

Among those 700 entrants in the 
heirloom recipe contest there was a 
forebear of one who evidently was a 
sturdy, rugged individualist. For he, 
or she, loved onion pie so much that 
the recipe was handed down from gen- 
eration to generation, only to be 
maligned by a lady who wrote a letter 
to ask, was the winner of that daily 
award a relative? or, were the judges 
hard up for a decent recipe, since 
“onion pie—ugh,” when mentioned to 
her dinner guests, almost made them 
sick. 

Lacking the courage to sign her 
real name, she did not get the letter 
sent her explaining the judging proc- 
ess. 


| rebuttal, John J. Tishaus, secre- 
tary of the Greater Cincinnati Gas 
Range Association, said, “ .. . in this 
particular promotion more customers 
visited retail stores than in any pre- 
vious promotion.” 

And, retailers’ cash registers are 
said to have rung up 3,700 gas ranges 
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sold! H. Vinton Potter, of the AGA, 
was astounded. 

Re-echoing what everyone else said, 
Lloyd Taft, Times-Star promotion 
manager, declared that the lobby 
shows, in conjunction with the news- 
papers and various civic and educa- 
tional bodies, are a splendid example 
of what can be done by a utility in 
building good will, and demonstrating 
the efficacy of private enterprise. 

There have been so many fine pro- 
motions in the lobby it would be im- 
possible to cover them all, but this 
article would not be complete without 
a description of the annual December 
show, the piéce de résistance, the $77,- 
000 B&O portable model train layout. 

Said to be the largest and finest in 
the world, it covers 45 x 20 feet, has 
700 feet of track, 15 locomotives, 200 
cars of all kinds, passenger and 
freight, all made to scale, one forty- 
eighth of the actual size, and all kinds 
of locomotives, in very completely 
laid out yards. 

There are 2,000 electric connec- 
tions, and every phase of railroad op- 
eration is portrayed, and the show 
runs almost from Thanksgiving to 
New Year. 

If you approach 4th and Main at 
noon or around 5 pm, you hear soft 
carillon music coming from electronic 
bells atop the CG&E building. Seven- 
ty-six organists from churches in the 
area are asked to come and play their 
favorite Christmas numbers, which 
can be heard for 10 miles. 


A you enter the lobby you immedi- 
ately catch the holiday spirit. 
Kids from eight to eighty, male and 
female, are craning their necks to 
watch the trains go by. 
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Conversation is at fever heat. Over 
at one side there is a Coca-Cola stand, 
where free “Cokes” are being dis- 
pensed by representatives of that bev- 
erage company—42,000 Cokes! 

The tantalizing odor in the air is 
coming from the booth next to the 
drink stand, where a Popex electrical 
popper is turning out corn which a 
lady is handing to everybody in bags 
—25,000 of them! 

In the crowd you see a nun with 
her charges, a teacher with his class. 
Schools and orphanages have had 
special invitations, and so great is the 
response that each school reserves 
time and date to be sure it can be ac- 
commodated. A touching sight is the 
eager faces of children from the 
School for Crippled Children, who get 
special treatment here. 

One child cries out he has found the 
Electric Penny, concealed in a bag of 
popcorn. The finder becomes a Junior 
Engineer, and is permitted to operate 
the trains from the central switch- 
board which can make trains do all the 
things they do in real operation. 

About 150,000 people from eight 
states saw the exhibit last December. 
Newspapers carried editorials, and one 
had a box on the front page urging 
everybody to see it, and so many came 
that it was necessary to route CG&E 
employees by a side door to enter the 
building on their way to work. 


ya were from every walk of 
life, and the management received 
many testimonials. A batch of letters 
from the sixth grade pupils of Guil- 
ford school was a touching example 
of gratitude, and the children were 
probably very proud of the replies 
signed by the president of CG&E, 
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himself, praising their handwriting 
and composition, while thanking them 
for their thoughtfulness. 

Every letter by a student mentioned 
trains, “Cokes,” and popcorn, but one 
budding industrialist departed from 
the ordinary by adding, “I was just 
thinking, all those ‘Cokes’ and pop- 
corn must have cost a lot of money.” 

They did, of course, and their ex- 
pense is possibly the greatest amount 
of money any exhibitor spent to show 
in the lobby, for prizes, mainly, are 
nominal in value, and all donated by 
the merchants, never reaching any- 
thing like radio give-away propor- 
tions. 

This is another remarkable feature 
of the promotions ; contestants do not 
have to be bludgeoned into participa- 
tion by dreams of getting rich quick. 

But, both J. Cromer Mashburn, 
Coca-Cola executive, and Glenn T. 
Schmidt, signified complete satisfac- 
tion with the outlay, declaring the at- 
tendance exceeded their wildest esti- 
mates, and a willingness to repeat. 

Popex, it is said, sold out complete- 
ly before Christmas, retailers, dis- 
tributors, and the manufacturer! 

And how, you may ask, has CG&E 
benefited financially while merchants 
are enjoying increased business? 

Certainly not directly, for there is 
no charge for use of the lobby or the 
second-floor auditorium, where, as 
this is written, an eight weeks’ spell- 
ing bee is being held by the Cincinnati 
Post, in co-operation with CG&E ; 30,- 
000 children from 280 grade schools 
in southern Ohio and northern Ken- 
tucky compete annually. 


HE increased use of electricity 
and gas is the only way the util- 
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ity profits by its institutional activities. 
This is exemplified in the fact that 
kilowatt hours jumped from 1,059,- 
136,510 in 1940, to 2,498,805,817 in 
1950. 

“There is no doubt in my mind,” 
President Beckjord told your reporter, 
“that these lobby exhibits and our 
other endeavors have had a tremen- 
dous influence in educating the public 
in the expanded use of gas and elec- 
tricity and it has made those outlying 
communities, which have not been 
heretofore adequately electrified, de- 


mand more facilities. These we are 
supplying as fast as we can.” 

The answer to the query as to 
whether he thinks every utility should 
engage in similar good-will projects, 
is best stated in his report to the 
shareholders, under the caption, 
“Community Relations” : 

“These things . . . are regarded by 
your company as an important exer- 
cise of its simple duty and responsi- 
bility as a good citizen in the communi- 
ties of its gas and electric service 
area.” 





All of Us Get Hit 


é Vie the average person thinks of taxes he visualizes 

the withholding tax on his salary or wages, the tax he 
must pay on his real estate, if any, and other assessments which 
are easy to see and even easier to feel. But it must be apparent 
to anyone with any knowledge of our economy and how it works 
that in the end all taxes must come out of the pockets of the 
consumer. 

“When the Federal government slaps a heavy tax on a cor- 
poration, it is really taxing the man who buys the corporation’s 
product. This is because of the simple economic fact of life that 
all costs that enter into the manufacture of a product must be 
covered by its selling price. And when the state increases the 
tax on savings banks, the cost of the services the bank gives to 
its customers—the depositors—goes up and the interest rate 
paid on savings goes down. 

“The trouble is, however, that many, many people do not 
know how our economy works; nor do they realize that in the 
end all taxes must come out of the pocket of the consumer. 
It is an old saying that you can tax the shirt off a man’s back if 
you do it indirectly in the form of hidden taxes. If the people 
can be made to realize that they pay the taxes in the final 
analysis, unless they are indigents living entirely off charity, 
there will be a decided swing toward economy in government 
spending, whether it be at the Federal, state, or municipal level. 
But it will take a real campaign of education to bring about this 
realization.” 

—ANGIER L. Goopwin, 
U.S. Representative from Massachusetts. 
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Washington and the 
Utilities 


A Lukewarm FPC Appeal? 


OMETHING new under the sun would 
be the spectacle of the legal depart- 
ment for the Federal Power Commission 
carrying an appeal to the U. S. Supreme 
Court without too much concern as to 
whether it was successful. This would 
be unique because of FPC’s impressive 
record over the past years for prosecut- 
ing successful appeals in the U. S. 
Supreme Court and other Federal courts. 
FPC counsel are naturally very proud 
and jealous of the record. 

Yet, there is just a trace of suspicion 
that if the U. S. Supreme Court should 
fail to review a recent decision of the 
U. S. Court of Appeals for the District 
of Columbia in the Idaho Power Com- 
pany Case, the legal department at the 
FPC would bear up under this loss with 
remarkably heroic fortitude. The reason 
for this possible departure from vigorous 
advocacy goes back a couple of years. 
The Idaho Power Company Case was the 
first which raised the question of para- 
mount Federal authority over licensing 
of power companies—an issue which has 
since come to be quite an argument be- 
tween the FPC and the Interior Depart- 
ment in other cases. 

But these other cases—notably the 
Roanoke Rapids Case of Virginia and 
the Kings River Case in California—in- 
volve hydroelectric licenses. The Idaho 
Power Company Case involved the 
somewhat simpler question of getting a 
license to build a transmission line across 
government lands. The Interior Depart- 
ment was willing to approve of this line 
—with certain conditions having to do 
with possible government use of the sur- 
plus capacity of the lines to handle the 
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transmission of Federal power. The pri- 
vate power company, however, saw no 
more connection between such a condi- 
tion being attached to a line-building per- 
mit, than a storekeeper would see in 
being told how to run his business as a 
condition for getting a permit to con- 
struct an addition to his store. 


uT the FPC at that time apparently 
wished to avoid open conflict with 
the Interior Department. And so it 
agreed to attach most of the conditions, 
on handling power, which the Interior 
Department wanted to impose on the 
power company. In other words, it told 
the Idaho Power Company that it could 
have a permit to build the transmission 
lines, provided it accepted the terms 
which the Interior Department wanted 
to attach to the use of the lines. 

So, the power company refused to ac- 
cept such a license. The result was the 
recent decision of the District of Colum- 
bia appellate court, which upheld the 
company. It directed the FPC to issue 
the license without the conditions sought 
by the Interior Department. 

So far, the controversy would seem to 
be merely another case of conflict be- 
tween government agencies and a private 
power company. But something new has 
been added, in the form of a changed at- 
mosphere. Since the original Idaho Pow- 
er Company Case was decided, FPC has 
come to recognize the basic conflict which 
the Interior Department made clear in 
its opposition to FPC hydroelectric 
licensing for private power companies in 
the Roanoke Rapids and Kings River 
cases. 

Realizing that if the Interior Depart- 
ment may impose its ideas on the FPC 
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as a matter of right, the commission’s 
licensing authority under the Federal 
Power Act would be gravely under- 
mined, the FPC decided to face the issue 
by telling Interior, in effect, to mind its 
own business. It listened politely and at 
length to Interior’s case but then insisted 
on making up its own mind about issuing 
or not issuing the license. 

This impasse is clearly presented in 
the Roanoke Rapids Case, which is now 
before the Fourth U. S. Circuit Court of 
Appeals and scheduled to be heard 
September 4th. It is one of the few in- 
stances in which two Federal agencies 
will appear as adversary parties in the 
same court. The name and style of the 
case will probably be United States (In- 
terior Department) v. Federal Power 
Commission and the Virginia Electric & 
Power Company, licensee for the 
Roanoke Rapids site. 


ND so, getting back to the Idaho Case, 
FPC counsel find themselves in 
the unusual situation of not worrying too 
much about success on the appeal which 
their duty requires them to take from 
the District of Columbia court ruling. 
Here is why. If the U. S. Supreme Court 
denied FPC a review, the result would be 
to make final a court ruling barring In- 
terior from further interfering with FPC 
power-line licensing authority over pub- 
lic lands. It might also have a persua- 
sive effect on the litigation now going on 
in the Fourth U. S. Circuit Court of Ap- 
peals between FPC and Interior. 
Another result of the Idaho Power de- 
cision may be the effect on Congress with 
respect to Interior Department appro- 
priations. If the U. S. Supreme Court 
refuses to reverse the lower court, In- 
terior is preparing to turn the adverse 
ruling to its own advantage. The idea 
would be to argue that the courts have 
taken away Interior’s right to obtain 
common cafrier services from private 
companies—under its own interpretation 
of conditions favoring the public interest. 
Secretary of Interior Chapman already 
has used this line of argument in his re- 
cent appearance before the Senate Ap- 
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propriations Committee, vigorously urg- 
ing the restoration of cuts and restric- 
tions imposed by the House on Interior’s 
transmission line-building funds. The In- 
terior Department is receiving powerful 
support from co-operatives which have 
been organized by their national associa- 
tion in Washington to launch a letter- 
writing or lobbying campaign bringing 
pressure to bear on the Senators. Last 
month President Truman stepped into 
the controversy with a special plea to 
Congress to restore $1,700,000 which the 
House cut from Central Valley funds, 
and an additional $4,500,000 for the 
Bonneville Power Administration. 


* 
A U.S. Utility Antistrike Bill 


by look for any action at this ses- 
sion of Congress on the recent 
move to protect antistrike laws from 
Federal interference. The reason is a 
hostile Senate Labor Committee which is 
inclined to sit on the bipartisan bill (S 
1535) introduced by Seaniees Wiley 
(Republican, Wisconsin), Hendrickson 
(Republican, New Jersey), Robertson 
(Democrat, Virginia), and Holland 
(Democrat, Florida). The bill is simple 
in form. It would amend the Taft-Hart- 
ley Act by adding the following provi- 
sion : 


Nothing in this act or the Labor 
Management Relations Act, 1947, shall 
be construed to nullify the provisions 
of any state or territorial law which 
regulate or qualify the right of em- 
ployees of a public utility to strike, or 
which prohibit strikes of such em- 
ployees. 


Despite the difficulty which faces the 
bill in the Senate Labor Committee, spon- 
sors of the measure feel that its introduc- 
tion at this time will at least provide a 
rallying point for Congressmen from a 
dozen or more states whose utility anti- 
strike laws are threatened by the Wis- 
consin decision. The authors of the bill 
feel that if strength from a dozen states 
can be mustered, plus some help from 
other Congressmen, their bill can be 
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forced out of the committee some time 
during the next session. 

One of the arguments for taking Fed- 
eral rather than state action, to clear up 
the statutory wreckage left by the Wis- 
consin decision, is the fact that most of 
the state legislatures only meet every two 
years. This happens to be the biennial 
year. But the Wisconsin decision oc- 
curred too recently for some of the state 
legislatures to take the necessary time for 
statutory reform. A Federal bill would 
relieve them of even the necessity for 
such action. 


* 


Natural Gas Amendment Stalled 


HE McFarland-Hayden Bill (S 

1346) to transfer licensing power 
over natural gas pipelines traversing gov- 
ernment lands from the Interior Depart- 
ment to the FPC has struck a snag 
temporarily. Just when this McFarland- 
Hayden Bill, sponsored by the two 
Democratic Senators from Arizona, was 
expected to get out of committee and go 
through the upper chamber without de- 
lay, a hitch developed. The original bill 
was introduced following the refusal of 
El Paso Natural Gas Company to accept 
Interior Department’s conditions in its 
license for a pipeline extension into Ari- 
zona. This naturally caused some cha- 
grin among Arizona citizens who had 
looked forward to natural gas service. 
They, in turn, impressed Majority Lead- 
er McFarland and Senator Hayden with 
the necessity for clearing the right of 
way, so to speak. 

But while the bill was before the Sen- 
ate Interstate Commerce Committee, the 
FPC made a suggestion and this in turn 
led to a countersuggestion from the In- 
dependent Petroleum Association of 
America. And now nobody seems to 
know when the bill will get through the 
Senate. The FPC had recommended 
that it be authorized to license such pipe- 
lines where they had satisfied their com- 
mon carrier obligations by agreeing to 
purchase natural gas from shippers “‘at a 
reasonable price.” The association said 
this would give the FPC authority to 
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regulate prices at the wellhead, contrary 
to the intent and purpose of the original 
Natural Gas Act. IPAA recommended 
that the language be amended to substi- 
tute the phrase “without discrimination” 
for the phrase “at a reasonable price.” 

The prospects are that the committee 
will report a compromise measure adopt- 
ing the FPC recommendation but with 
the change suggested by the IPAA. 
Even if the Senate does pass the bill, the 
outlook in the House is foggy because it 
would have to clear the House Interstate 
and Foreign Commerce Committee, 
which is badly bogged down with a back- 
log of legislation. 


ia 
St. Lawrence Developments 


Oy oer is again threatening to “go it 
alone” on the St. Lawrence seaway 
and power project. The Dominion has 
announced preparation of estimates and 
engineering plans for an All-Canadian 
Canal. Some time this summer it is ex- 
pected to announce a nearly unilateral 
plan which would not strictly overrule 
U. S. participation in one form or an- 
other. 

Canada would still like to have a little 
help from Uncle Sam when it builds the 
seaway. But it wants that million horse- 
power of electricity without the in- 
terminable delay which keeps blocking 
congressional legislation. Evidently the 
Canadians are resigned to the fact that 
the St. Lawrence in the current Congress 
is again likely to go over the session. So, 
although it does not want to appear to 
be jumping the gun while the issue is still 
before Congress, it has indicated the de- 
sire to get started on independent action. 

Robert Saunders, chairman of the On- 
tario Hydro-Electric Commission, has 
been pressing Prime Minister St. Lau- 
rent to serve notice that Canada will start 
building the project’s Canadian phases if 
Congress fails to ratify the waterway 
agreement by a certain date. Power rev- 
enues and navigation tolls are looked to 
by the Canadians as possible sources of 
reimbursement for at least half of the in- 
vestment in the project. 
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Regulatory Commissions and 
The Courts 


F there has ever been any growing 

doubt as to the regulatory commis- 
sion’s place in the sun, the United States 
Supreme Court has once again made it 
clear to one and all. In recent years it has 
appeared that arguments before regula- 
tory commissions constituted the basic 
part of a ritual that a party must tolerate, 
knowing full well that the issues in- 
volved would eventually be settled on a 
higher and more authoritative level; 
namely, in the courts. 

Now comes the United States Su- 
preme Court and in effect says: This 
question of color television is a very in- 
teresting one, but whatever the Federal 
Communications Commission says about 
it, goes. It is a regulatory commission 
with discretion to judge these things 
(within its expert field and based on the 
evidence presented). And if this judg- 
ment is solely within its discretionary 
prerogative, it is encased in an impene- 
trable cowl, which even we, the U. S. 
Supreme Court, dare not probe. 

This “administrative technique” which 
was reserved to the commissions has once 
again been declared untouchable. In this 
it appears that the Court’s color TV de- 
cision is most significant. Justice Black, 
in delivering the opinion of the Court, 
pointed out that mere disagreement with 
the wisdom of the commission’s findings 
was not enough for the Court to overrule 
this “administrative technique.” The 
opinion may well be the occasion for 
other commissions, both Federal and 
state, once again to approach U. S. 
Supreme Court appeals of their findings 
with a feeling of dignity and self-con- 
fidence. 
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Exchange Calls 


And Gossip 


(= NG down to the spice of the mat- 
ter, Federal Communications Com- 
mission Chairman Wayne Coy, on the 
day after the controversial finding (and 
reinforced by its weight), sought to re- 
assure the disagreeing parties that any 
proved new developments in color tele- 
vision would get the full attention of the 
commission. He said: 


We couldn’t, if we wanted to, pre- 
vent a new development. We’re not 
foreclosing any development that is 
in the public interest. 


The statement was made at a congres- 
sional committee hearing on the question 
of whether Mr. Coy should again be re- 
appointed for a 7-year term on the Fed- 
eral Communications Commission. 


¥ 
REA Telephones 


HE loan allocation money of REA 

is going somewhere. True, the great- 
est percentage of the money is merely 
set aside in the form of allocations pend- 
ing the closing of the contract between 
the government and the borrower, but 
the money is definitely being “ear- 
marked”—and when it’s gone, Congress 
will be asked for more. 

Currently, it is expected that by the 
end of the fiscal year on June 30th, REA 
will have expended about $46,000,000 in 
loan allocations and definite loans and 
will enter the new fiscal year with about 
$11,000,000 in loan authority. If the 
House figure sticks when the Appropria- 
tion Bill is finally passed, about $9,000,- 
000 will be added to this amount for the 
new fiscal year. And if REA continues 
at its present rate of loan allocation ex- 
penditure, it shouldn’t last very long in- 
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to the year. Then what will they do? 
Go to Congress, of course. What Con- 
gress’ reaction will be, is a question that 
can be only answered in the light of the 
economic and political climate prevailing 
at the time. Chances are they’ll get some 
more. 

This depletion of the loan fund seems 
to have come about only within the past 
half-year. Up until that time, it was gen- 
erally agreed, both inside and outside of 
REA, that the telephone loan program 
was and probably would continue to be a 
slow one. A recent streamlining of the 
telephone loan application processing 
seems to have changed all this. 


T the present time REA appears to 
be turning out at least three loans 
a week, the total averaging about three- 
quarters of a million dollars as opposed 
to a former pace of about three loans 
every two weeks totaling approximately 
a quarter of a million. How does this 
streamlining work? At present deadlines 
have been set on the various stages of 
processing applications. This, as opposed 
to the original procedure of more or less 
feeling the way on each application with- 
out benefit of experience, is one reason 
for the speed-up. 

Still another procedure which has been 
adopted in the actual “issuance-of-funds” 
stage, is one of allowing a borrower to 
draw on his prospective loan up to a pro- 
portion of the equity which he already 
has acquired. In other words, a borrower 
does not have to wait until he gets all of 
his equity subscribed before he gets any 
cash at all. If the equity ratio is de- 
termined as 80 per cent REA and 20 per 
cent equity on a $100,000 loan, for ex- 
ample, with 10 per cent subscribed equity 
in the bank, the borrower can receive 
funds up to $40,000 and start construc- 
tion (or in these times, at least, start 
hunting materials). 


O* the accomplished fact (or installed 
equipment) side of the ledger, REA 
has this to say. Actual construction 
under the telephone program has begun 
in about a dozen states, but REA just 
does not have the engineers on hand to 
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supervise both the application investiga- 
tions and the inspector duties in con- 
nection with this new construction. The 
prize case cited is that of a Texas bor- 
rower who reports that his equipment is 
installed, yet REA has had no official 
verification from its inspecting engineers 
who are swamped with application work. 

As to the question of co-operation 
from state commissions and individual 
company borrowers, as far as the pro- 
gram as a whole is concerned, REA re- 
ports that it has no complaints. With the 
possible exception of the important ma- 
terial problem (one which all industry 
faces), it appears that the telephone loan 
program is at long last beginning to 
smooth out administrative-wise. 


5 
REA on Joint Use of Poles 


EA has issued its electrification bor- 

rowers a memorandum modifying 

and clarifying several points concerning 

the area coverage requirement in con- 

tracts for joint use of poles entered into 

between the REA borrowers and tele- 
phone organizations. 

On December 22, 1949, REA added 
to its standard form of approved joint- 
use contract an area coverage amend- 
ment, requiring the telephone company 
to agree to extend service to the widest 
practicable number of rural users in the 
common service area of both systems. It 
required submission of programs show- 
ing plans for extension of telephone and 
electric service in the area during the 
first five years of the agreement and dur- 
ing subsequent 5-year periods. 

The new memorandum, issued May 
14, 1951, recommends the continued use 
of this same contract provision for sys- 
tematic programs of developing area cov- 
erage telephone service, but provides an 
alternative type of area coverage pro- 
vision that may be used under certain 
circumstances. 

Under this alternative form of con- 
tract, an REA electrification borrower 
may permit the use of its poles by a tele- 
phone company for a particular telephone 
construction project in a portion of the 


JUNE 21, 1951 





PUBLIC UTILITIES FORTNIGHTLY 


electric service area, provided it is estab- 
lished that the proposed joint use is con- 
sistent with the area coverage objective 
and will not bar development of area 
coverage telephone service in adjoining 
areas, 

The REA requirement of area cover- 
age in joint-use contracts entered into 
by its electrification borrowers was 
adopted following passage of REA rural 
telephone legislation, which specifically 
provides for making adequate telephone 
service available to “the widest prac- 
ticable number of rural users.” 


= to the policy memo, before 
entering into a joint-use contract, 
the electrification borrower is to be 
guided by the following questions : 


Is joint use generally in the best in- 
terests of all of the member-owners 
of the electric system ? 

Do the economic benefits at least 
equal or exceed the additional costs 
incurred under the joint-use agree- 
ment ? 

Will the agreement actually result 
in an appreciable increase in telephone 
service in the area, without avoidable 
discrimination against some member- 
owners? 

Will the economic benefits and in- 
creased telephone service justify the 
additional safety hazards to electric 
system personnel involved in main- 
tenance and operation of jointly used 
facilities ? 

Will the economic and telephone 
service benefits justify the additional 
physical burden on the electrical facili- 
ties and the hazards of sleet and ice 
which may be multiplied by the addi- 
tion of telephone circuits ? 


Once a decision is made by an elec- 
trical borrower to enter into a joint-use 
agreement, it must be submitted to REA 
for approval before becoming effective. 

Still another drift which may possibly 
lead to eventual integration of telephone 
and electrification systems was noted re- 
cently in the REA policy. From the be- 
ginning REA Administrator Wickard 
has flatly discouraged electrification 
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borrowers from getting into the tele- 
phone business. Recently, however, it 
was disclosed that, in certain cases, REA 
has made exceptions and allowed inter- 
locking directorates between telephone 
and electrification co-operatives in the 
same general area. It was pointed out 
that this concession was being made only 
on the directorate level and that REA 
would continue to insist on separate man- 
agement entities. 


* 


Telephone Controls 


ao long-awaited MRO (mainte- 
nance, repairs, and operations) pro- 
gram for the telephone industry is 
reported to be in the final draft stages. 
It will probably have been published be- 
fore these pages are read. The holdup is 
the delay on the part of the National Pro- 
duction Authority in issuing its CMP 
(Controlled Materials Plan) Regulation 
5, a master MRO for all industry. The 
best information available indicates that 
the telephone industry is expected to fare 
well under the program. The industry is 
to get a DO priority rating which will 
amount to more than a “fishing license” 
and tide it over until the over-all CMP 
program begins to function during the 
fourth quarter. 

There’s fairly reliable talk that there 
will be a shake-up in the emergency con- 
trol administration. It appears that the 
Defense Production Administration will 
be swallowed up in the shake-up. DPA 
was originally designed to perform all the 
operational policy functions for the 
operating agencies such as National Pro- 
duction Authority, Defense Electric 
Power, the Petroleum Administration 
for Defense, etc. However, some ob- 
servers have seen it as an unnecessary 
layer on the cake of defense control au- 
thority. Actually most policy seems to 
emanate from Office of Defense Mobili- 
zation with the National Production Av- 
thority carrying the ball from there. 

This swallowing up of the Defense 
Production Administration will probably 
take the form of some sort of merger oi 
itself and the NPA, 
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Financial News 
and Comment 


By OWEN ELY 


Outlook for the Utilities of the 
Pacific Northwest 


HE electric utility companies of the 

Northwest recently entertained rep- 
resentatives of the security analyst soci- 
eties in a number of the larger cities of 
this country and Canada, in order to 
clarify their situation as regards earnings, 
financial requirements (estimated at 
$400,000,000 over the next five years), 
and public ownership. Marvin Chandler, 
of Reis & Chandler (utility consultants), 
gave a résumé of these discussions in a 
recent talk before the New York Society 
of Security Analysts, which may be sum- 
marized as follows: 

Regarding state regulation in this area, 
the Oregon and Utah commissions use 
original cost as a rate base and allow a 
6 per cent “fair return” (plus or minus). 
Montana includes reproduction cost as a 
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definite factor in the rate base but has 
not had occasion to establish a rate of 
return in recent years. Idaho leans to- 
ward the Oregon and Utah approach. 
Washington is not as definite. 

The public utility commissioners of the 
Northwest district met during the period 
of these discussions, and representatives 
of all states except California voted in 
favor of rescinding the public power pref- 
erence, in contracts for power sold by 
government dams. (Private utilities have 
frequently been placed in a difficult posi- 
tion as regards future power require- 
ments by such preferences.) Federal 
power administrators may be more in- 
clined to listen to advice from state regu- 
lators than to private utility requests. 


| german public power preference or 
expansion, Idaho does not favor this 
(possibly due to the fine job done by 
Idaho Power Company). This was illus- 
trated by the recent legislation barring 
sale of Washington Water Power’s prop- 
erties in Idaho to public utility districts. 
The electorate of the Northwest is now 
much less keen on public ownership in 
general, except where municipalities push 
toward ownership to avoid forced sales 
to public utility districts, Western Wash- 
ington seems to be traditionally a little 
more socialistically minded than the east- 
ern part of Washington, Idaho, Montana, 
or Utah, which are tending away from 
public ownership. There is still a chance 
that Spokane could go to municipal own- 
ership even if the public utility districts 
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take over, because a new law permits 
cities of that size to take the property 
from the PUD. If Washington Water 
Power sells its Washington properties 
to public utility districts, it has a prob- 
lem of water storage, as the storage lake 
for its major hydro plants on the Spokane 
river is in Idaho. Consequently, the Idaho 
law, temporarily at least, blocked the deal. 

The trend against public ownership 
seems to be reflected in the relations be- 
tween public power agencies, such as 
Bonneville, and the private utilities. The 
utilities have been buying a substantial 
part of their power requirements from 
Bonneville, and accordingly have not ex- 
panded their own facilities sufficiently to 
take care of the increasing load. The 
Bonneville Power Administration, be- 
cause of its legal requirement to give 
preference to public distributory agencies 
and also because it took on new industrial 
loads, has cut down on the supply of 
power to the companies. Instead of re- 
taining firm contracts for Bonneville 
power the utilities were forced to get 
along on a makeshift basis. 

While Mr. Chandler did not see any 
of the public power group he thinks that 
the Bonneville people are now more will- 
ing to consider a return to firm contracts, 
perhaps of several years duration, with 
a more definite allocation of power to the 
private utilities. This would be very help- 
ful. In addition, the private companies 
are planning several major developments 
themselves, mentioned below. 


LL in all, Mr. Chandler reported that 

the situation viewed on the scene 

was much more promising for the private 

utility companies than it appeared from 
3,000 miles away. 

Referring to the 1951-55 plans of indi- 
vidual companies, Mr. Chandler reported 
somewhat as follows : 

Puget Sound Power & Light has a 
$5,000,000 annual program for the next 
five years (if it stays in business that 
long) and will need approximately $15,- 
000,000 outside capital. 

Pacific Power & Light intends to con- 
struct the Yale dam, a hydro development 
of 108,000-kilowatt capacity, if it can ob- 
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tain an emergency amortization certificate 
for a considerable portion of the $26,000,- 
000 cost. Total requirements, including 
this development, over the five years will 
be $54,000,000, toward which outside fi- 
nancing must provide $38,000,000. Pres- 
ent plans call for $3,500,000 worth of 
common stock and $15,000,000 of bonds 
in 1952, another $4,500,000 worth of 
common stock in 1954 or 1955, and the 
balance by bank notes. If amortization 
certificates are not granted, it is probable 
that the Yale hydro plant will not be con- 
structed and the financing needs will be 
correspondingly less. Water last year was 
very good and this factor added $200,000 
net before taxes. Ice and sleet damage 
also was quite low. 

Portland General Electric is consider- 
ing building the Pelton dam, a big hydro 
project which would develop 120,000 
kilowatts and cost $22,000,000. The total 
program at the present rate of growth 
will cost $59,000,000, the latter figure in- 
cluding the Pelton dam, and the financing 
will be in the neighborhood of $49,000,- 
000. Earnings for the year 1951 are now 
estimated at around $3,200,000. 


—— STATES PoweER will re- 
quire $15-$18,000,000 financing 
between now and the end of 1955, There 
may be some common stock financing in 
the projected program, but the emphasis 
will be on debt and the present 35 per cent 
equity may decline slightly. The company 
will continue to be a heavy purchaser of 
power. Ninteen hundred fifty earnings 
were adjusted to the higher tax rate on 
a monthly basis so that present compari- 
sons are more accurate than for most com- 
panies. Earnings for this year are esti- 
mated at around $1.22 per share on the 
split-up stock, with a 47 per cent tax rate. 
(Each 1 per cent tax increase means a 
2-cent reduction in earnings. ) 
California-Oregon Power has a $55,- 
000,000 construction program, requiring 
$45-$50,000,000 financing. The company 
expects to do its financing every other 
year. Common stock and bonds will be 
sold soon. The present 39 per cent equity 
ratio is ‘~~~ to decline to 35 per cent 
by 1953. ings for 1951 may be in 
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the neighborhood of $2.50 per share based 
on the present shares, or $1.90 including 
the new issue. The company is paying a 
$1.60 annual dividend. 

Washington Water Power has one 
major item on its construction program. 
The 200,000-kilowatt Cabinet Gorge 
plant costing $35,000,000, in Idaho near 
the Montana border, is planned for early 
construction. This will be financed tem- 
porarily by $26,000,000 bank debt. The 
company filed a request for rate increases 
in the fall and hearings are expected to 
begin soon. No estimate was given for 
1951 earnings. 


DAHO Powenr’s construction program is 
$90,000,000, including $23,000,000 
this year, requiring $75,000,000 financing 
over the 5-year period. This year’s financ- 
ing may include $15,000,000 bonds and 
$3,500,000 preferred stock ; 1952 financ- 
ing is likely to comprise some preferred 
stock and 200,000 shares of common. The 
company has been able to sell its pre- 
ferred stock very well in its own territory 
through a local banking firm. Two hun- 
dred twenty-five thousand-kilowatt ca- 
pacity is planned, of which 85,000 is un- 
der construction. Thereafter, the Oxbow 
site on the Snake river is scheduled. 
However, the Federal government may 
decide to construct a $500,000,000 proj- 
ect along the Snake river known as Hells 
Canyon. This would be a very expensive 
undertaking and might cost $500 per kilo- 
watt. It would affect not only the site of 
the contemplated Oxbow dam, but also 
the four sites above that. Idaho Power 
has other possible sites as well. Budgeted 
common stock earnings for 1951 are $2.56 
a share with a 47 per cent tax rate, or 
$2.43 with a 50 per cent tax. So far this 
year, the company has been doing about 
25 cents better than the budget, due 
partly to a tax refund, 

Montana Power is planning a $36,- 
000,000 program, requiring $25,000,000 
financing. A steam plant of 60,000 kilo- 
watts capacity is being built at a cost of 
less than $100 per kilowatt. Nineteen 
hundred fifty-one net is budgeted at $2.34 
per share with a 47 per cent tax rate. 
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Utah Power & Light has a $65-$75,- 
000,000 construction program to increase 
capacity by 225,000 kilowatts. Financing 
will be in the neighborhood of $50-$60,- 
000,000. Debt will continue at around 60 
per cent, but there will be common stock 
financing. 

5 


First-quarter Electric Utility 
Earnings 


N discussing the current earnings of 
the electric utilities in the May 24th 

issue in this department, it was stated that 
in the first two months there might have 
been a decrease in share earnings on com- 
mon stocks of about 9 per cent. This was 
based on the assumption that the number 
of outstanding shares of common stock 
had been increased, on the average, about 
10 per cent in the past year—the same 
percentage as the increase in plant ac- 
count. Thus with a gain of only 1 per cent 
in net income in the first two months, 
there would be a 9 per cent decline in 
share earnings. 

This estimate now appears to have been 
overly pessimistic, however. Net income 
for the first quarter, after deducting pre- 
ferred dividends, showed a decline of only 
0.75 per cent. The statement of “Taxes, 
Dividends, Salaries, and Wages” for the 
first quarter, recently released by the 
Federal Power Commission, shows that 
dividends paid on preferred stocks in the 
first quarter were 8.5 per cent over last 
year, while common dividend payments 
increased 7.5 per cent. However, there 
were a large number of dividend increases 
last year, partially accounting for the in- 
crease, so that the gain in the number of 
common shares outstanding may not have 
exceeded 4-5 per cent, it is now estimated. 
(The balance sheet equity would have in- 
creased more than this, due to retained 
earnings.) On this basis the average per 
share earnings for the first quarter prob- 
ably declined in only about the same per- 
centage. 

The accompanying table shows first- 
quarter share earnings’ comparisons for 
utilities whose earnings for this period 
were reported in Moody’s service. The 


858 





FINANCIAL NEWS AND COMMENT 


list is not complete but probably furnishes shows a decrease of about one per cent; 
a good cross section of the entire list. An a weighted figure might, of course, give a 
unweighted average of these figures somewhat different result. 


€ 


ELECTRIC UTILITIES’ FIRST-QUARTER REPORTS OF SHARE EARNINGS 


Three Months Ended 
March 31st Per Cent Per Cent 
1951 1950 Increase Decrease 
American Gas & Electric $1.19 12% 
Boston Edison 99 
21 


Central & South West ; .28 
Central Hudson G. & E. ........... th d 23 
Central Illinois Pub. Service . Al 


Commonwealth Edison : 61 
Community Public Service : 25 
Connecticut Power : 65 


Consolidated Edison : 
Delaware Power & Light 57 
Detroit Edison i 68 


OE I MN, oc ince vgn feces deen es : 50 
General Public Utilities ; 63 
Houston Lighting 


Idaho Power 62 79 
Indianapolis Power & Light f 92 
Kansas City Power & Light 


Kansas Power & Light ; 68 
Kentucky Utilities r 32 
Long Island Lighting ' 32 


Louisville Gas & Electric : . 
Middle South Utilities 18 1.07 
Montana-Dakota Utilities r 78 


i i ee. en a ee oe. | 


Mountain States Power 32 .29 
New England Electric ‘ 44 
Niagara Mohawk Power j 64 


Northern Indiana Public Service ; 66 
Northern States Power BD 
Philadelphia Electric i 61 


Potomac Electric Power ................;: 2 32 
Public Service Electric & Gas t 74 
Public Service of Colorado ; 96 


Public Service of Indiana : d 
Southern California Edison 72 88 
Texas Utilities P 55 


Toledo Edison : 29 
Utah Power & Light : 85 
West Penn Electric j 70 


Wisconsin Power & Light ; .48 
Wisconsin Public Service i 43 
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Glamorous New Life (Instead of 
Dissolution) for One Utility 
Holding Company? 


ATIONAL Power & LicGHT is a for- 
mer subholding company in the 
Electric Bond and Share family, slated 
by SEC order for eventual dissolution. 
After some years of gradual liquidation, 
with occasional distributions to stock- 
holders, the assets have now been reduced 
to about 36 cents a share in cash on the 
company’s 5,456,000 shares. As the com- 
pany several times (earlier this year) 
announced this liquidating value of the 
stock, Wall Street observers were some- 
what mystified to see the stock continue 
to sell at about double the break-up value. 
It was surmised that someone might be 
interested in acquiring control of the com- 
pany in order to take advantage of certain 
tax losses on the company’s books, esti- 
mated to amount to some 35-50 cents a 
share. To do this, the company would 
probably have to be merged with an in- 
vestment trust which in the next few 
years could register capital gains equiva- 
lent to National’s capital losses, thereby 
eliminating income taxes on the gains. 
Recently the stock again became very 
active, advancing to 1}, or about three 
and one-half times the break-up value. 
According to The Wall Street Journal, 
some of this recent market interest might 
have been aroused by the remarks of a 
well-known Broadway columnist and 
radio commentator. In any event, the 
mystery was dispelled late in May when 
it was announced that Phoenix Indus- 
tries, a New York investment company, 
had offered to purchase Electric Bond 
and Share’s 47 per cent holding in Na- 
tional at 45 cents a share, which price 
would also be paid for any minority stock. 
SEC hearings on the proposal were initi- 
ated shortly thereafter, and it was 
divulged that Phoenix would waive the 
potential tax benefits. It was reported that 
Phoenix’s reasons for paying the pre- 
mium of about 25 per cent over liquidat- 
ing value were (1) that assets were en- 
tirely in cash, (2) that the stock already 
was listed on the New York Stock Ex- 
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change, and (3) that it has a large stock- 
holder list. 


RESIDENT Walter S. Mack of Phoenix 

(former chairman of Pepsi-Cola Com- 
pany) told an SEC examiner that Phoe- 
nix had agreed that upon completion of 
its purchase the name of National Power 
& Light would be changed to National 
Phoenix Industries. Stockholders would 
be asked to approve the change in name 
and also a change in the charter and by- 
laws so that it would have practically the 
same broad corporate powers as Phoenix 
Industries. The main purpose of National 
Phoenix Industries, if approved by its 
stockholders, would be to become inter- 
ested chiefly in companies which cater to 
the mass purchasing power of the public 
in their daily lives, which should do well 
under good management in a peace econ- 
omy or a war economy. 

Mr. Mack also disclosed that Phoenix 
had recently acquired 90 per cent of the 
stock of Nedick’s, chain dispenser of 
orange juice, frankfurters, etc. The 900,- 
000 shares were purchased from the estate 
of Maurice Wertheim for $3,700,000. 

The first business venture of the new 
National Phoenix Industries would be 
Nedick’s, the control of which would be 
assigned to it by the parent company, 
Phoenix Industries. Mr. Mack stated that 
Nedick’s has made money every year for 
the last fifteen years, and indicated his 
belief that it has good opportunities for 
growth and expansion. This is only the 
first of a number of companies that Na- 
tional Power & Light Company (under 
its new name and aegis) might become 
interested in in the years ahead, Mr. 
Mack stated. 


* 


Prospectuses Too Long 


N= issue prospectuses are long, un- 
readable, and bad because the fi- 


nancial community has declined every 
invitation to make them better, Edward 
T. McCormick, president of the New 
York Curb Exchange, told the Invest- 
ment Association of New York recently. 

He asserted that, when he was a mem- 
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ber of the SEC, he invited underwriting pectuses but received no worth-while sug- 
concerns to help in improving pros- gestions. 


7 


CURRENT UTILITY STATISTICS AND RATIOS 


Per Cent Increase 
Latest Latest Latest Latest 
Unit Used Month 12Mos. Month 12 Mos. 
Operating Statistics (March) 
Output KWH—Total Bill. KWH 30.9 341.4 15% 
Hydro-generated ” 92 6 — 
Steam-generated . 
Capacity Mill. KW 
Peak Load (February) ” 
Fuel Use: Co Mill. tons 
Mill. mcr 
Oil Mill. bbls. 
Coal Stocks Mill. tons 
Customers, Sales, Revenues, and Plant (March) 
KWH Sales—Residential Bi 
Commercial 
Industrial 
Total, Incl. Misc. .. 
Customers—Residential 
Commercial 
Industrial 
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Income Account—Summary (March) 
Revenues—Residential 
Commercial 
Industrial 
Total, Inc. Misc. Sales . 
Sales to Other Utilities . 
Misc, Income 


Expenditures 


_ 
Cows 


Misc, Expenses 

Depreciation 

Taxes 

Interest 

Amortization, Etc. 

Net Income 

He grog Div. (Est.) 

Bal. for Com. Stk. (Est.) .. 

Com. Dividends (Est.) 

Bal. to Surplus (Est.) 
Electric Utility Plant (March) 

Reserve for Deprec. and Amort. . 

Net Electric Utility Plant 


—- inancing (March)* 


beolwl tat 
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— 
a 


Life Insurance Investments (January Ist-May 19th) 
Utility Bonds 
be A Stocks 
D42 
D68 


_ D—Decrease. *Data for all utilities (electric, gas, telephone, etc.), including refunding 
issues. **Three months ended March 3lst. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 


5/29/51 Indicated aS 
Pr Dividend Approx. Cur. Prev. 


About 
Producers and Pipeline Companies 
Commonwealth Gas 
Mississippi Riv. Fuel .... 33 
Missouri-Kans. P. L. 
Southern Nat. Gas 
Southwest Nat. Gas 
Tenn. Gas Trans. ........ 
Texas East. Trans. 


OOON OMS 


Averages 


ntegrated Companies 
American Natural Gas .... 
Columbia Gas System .... 
Consol. Nat. Gas 

El Paso Nat. Gas 
Equitable Gas 

Interstate Nat. Gas 
Kansas-Neb. Nat. Gas .... 
Lone Star 
Montana-Dakota Utils. ... 
Mountain Fuel Supply .... 
National Fuel Gas 
National Gas & Oil 
Northern Nat. Gas 
Oklahoma Nat. Gas 
Pacific Pub. Serv. ........ 
Panhandle Eastern P. L. .. 
Peoples Gas Lt. & Coke ... 
Southern Union Gas 
United Gas 


Lond 
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O 
O 
Cc 
S) 
O 
Cc 
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S 
Cc 
C 
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Averages 


Retail Distributors 

Atlanta Gas Light 
Bridgeport Gas 

Brockton Gas Lt. 
Brooklyn Union Gas 
Central Elec. & Gas 
ee ee ee 
Hartford Gas 

Haverhill Gas Lt. ........ 
Houston Nat. Gas 

Indiana Gas & Water .... 
Jacksonville Gas 

Kings County Ltg. ....... 
Laclede Gas 

Minneapolis Gas 

Mobile Gas Service 
National Util. of Mich. ... 
New Haven Gas Lt. 
Pacific Lighting 
Providence Gas 

Rio Grande Valley Gas ... 
Rockland Gas 

Seattle Gas 

So. Jersey Gas 

United Gas Improv. ...... 
Washington Gas Light .... 


ANOOONOMOOCOSOMNGOGCOONSOMNONO 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER COMPANIES 


Price- 
5/29/51 Indicated Share Earnings#H—— Earn- 
Price Dividend Approx. Cur. Prev. : 
About i Period P 
Communications Companies 


Bell System 


Amer. Tel. & Tel. ........ 
Cinn. & Sub. Bell Tel. .... 
Mountain Sts. T. & T. .... 


$11.97d 
4.59d 
7.32m 


Como Sw 


11.62m 
8.43d 
2.12d 


New England Tel. ........ 114 
Pacific Tel. & Tel. ........ 107 
So. New Eng. Tel. ...... 33 


90 tne 8 
SRERYIE 


Averages 
Independents 
O Central Telephone 
S General Telephone 
C Peninsular Tel. 
O Rochester Tel. 


Transit Companies 

O Chicago SS. & S.B. ...... $1.67d 
Chicago No. Sh. & Mike. .. 46d 
> Sa : ’ 19d 
Dallas Ry. & Term. ...... 1.76d 
Greyhound Corp. ......... 
Los Angeles Transit 

S Nat. City Lines 

O Rochester Transit 

O St. Louis P.S. A 

O Syracuse Transit 

O United Transit 


$1.28m 
2.65m 
3.86m 
1,52d 
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Averages 


Water Companies 
Holding Companies 
Amer. Water Works 
N.Y. Water Service 
Operating Companies 
Bridgeport Hydraulic . 
Calif. Water Serv. 
Elizabethtown Water . 
S Hackensack Water 
O Jamaica Water Supply .... 
O New Haven Water 
O Ohio Water Service 
O Phila. & Sub. Water 
O Plainfield Union Wt. ..... 
O San Jose Water 
O Scranton-Spring Brook ... 
O Southern Cal. Water 
O Stamford Water 
O West Va. Wt. Service .... 
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D—Deficit. C—Curb exchange. O—Over-counter or out-of-town exchange. S—New York 
Stock Exchange. * Based on average number of shares outstanding. # In order to facilitate 
comparisons, earnings are calculated on present number of shares outstanding, except as 
otherwise indicated. d*—December, 1949. ju—July. s—September. d—December. j—January, 
1951, f—February. m—March. a—April. NC—Not comparable. 
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What Others Think 


Utility Spokesman on Defense 
Legislation 


HE Defense Production Act expires 

June 30th of this year, but a heavy 
schedule of testimony on the new bill by 
interested businesses and industries, plus 
a divided Congress, may stall the passage 
of a new measure right up to the dead- 
line. Many provisions of the new bill 
— by the administration are under 

re. 

But of chief interest to the utilities 
is a section of the bill requiring regu- 
lated utilities to report all proposed rate 
increases to price stabilization authori- 
ties and to consent to the intervention of 
such authorities in any rate proceedings 
that arise from such changes. Under the 
present law, only “rates for resale” are 
subject to these conditions. 

On May 29th, Ralph M. Besse, vice 
president and general counsel of the 
Cleveland Electric Illuminating Com- 
pany, presented the Edison Electric In- 
stitute’s objections to this portion of the 
new bill. Besse spoke in his capacity as 
chairman of the legal committee of the 
institute, and also on behalf of his com- 
pany. 

The Cleveland attorney claimed that 
this amendment would create needless 
duplication, inasmuch as the primary 
function of existing regulation is price 
control. He added that it has been both 
adequate and effective. 

Besse went on to state that the 
adequacy of price control is assured by 
the very nature of the proceedings under 
existing regulation. And every case is 
subject to intervention by either the cus- 
tomers affected, or a public representa- 
tive, or both. Intervention by any Fed- 
eral authority for controlling prices 
would, therefore, be merely a duplication 
of existing price control. 


He added that existing regulation 
JUNE 21, 1951 


has been very effective in controlling 
electric utility prices. This is well shown 
both by the low price of electricity in 
comparison to nonregulated prices and 
by the low return to electric companies in 
comparison with return to nonregulated 
industries. 


H* then demonstrated his low-price 
case with the following (using 
charts) : 


Electric rates for household con- 
sumption on the average over the na- 
tion have not contributed at all to in- 
flation. As shown in Chart 1, the na- 
tion-wide average unit price for the 
typical residential use of 100 kilowatt 
hours per month is lower in 1950 than 
in any prewar year. In 1939 the cost 
of electricity represented 1.7 per cent 
of the typical family budget used to 
make up the consumers price index. 
The corresponding figure for 1950 was 
only 0.9 per cent, or a decrease of 47 
per cent. Consumer prices generally, 
as shown in Chart 1, have increased 
over 70 per cent since 1940. So the 
need for further and duplicating elec- 
tric utility price control must be dis- 
tinguished from whatever need there 
may be for price control generally. 

A similar picture is shown in Chart 
2 with respect to the nation-wide 
average price per kilowatt hour at 
which electricity is sold to all types of 
users. The 1950 average is lower than 
any prewar year. This is in sharp con- 
trast with the trend in wholesale com- 
modity prices generally, which as 
shown in the chart have increased over 
80 per cent since 1940. (The index in- 
creased from 83 in 1940 to 153 in 
1950.) In 1939 power purchased from 
utilities represented about 1.41 per 
cent of the value of manufactured 
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products produced from such power. 
In 1947 (latest date of U.S. Census of 
Manufacturers data) the correspond- 
ing percentage was .74 per cent, a re- 
duction of 47 per cent. 

This result demonstrates adequate 
capacity on the part of existing regu- 
lation to hold the line in the electric 
rate field in the face of inflation. There 
is no evidence at all to indicate the 
need of Federal intervention in this 
successful process. The place for Fed- 
eral aid in this picture lies in the pre- 
vention of the general skyrocketing 
of prices which necessarily affect the 
costs of even regulated industry. 


ESSE then contrasted the rate of re- 

turn of utilities with those of non- 
regulated industry in recent years, stating 
as follows: 


In the money markets the electric 
utilities must compete with manufac- 
turing industry and others for re- 
quired capital. Chart 3 shows the 
trend in the last twenty years of rate 
of return on net worth of leading man- 
ufacturing companies. Note that this 
has increased nearly three times from 
1930 to 1950 (from 6.5 per cent to 17 
per cent). 

Chart 4 shows the rate of return on 
average capitalization of electric util- 
ity companies in the nation. Note that 
this has decreased 20 per cent in the 
twenty years from 1930 to 1950 (from 
7.5 per cent to 6 per cent). 

These data show adequate ability 
on the part of the existing regulatory 
bodies to hold rate of return down. The 
electric utilities’ earnings are held well 
below the earnings of the manufactur- 
ing industries with which such utili- 
ties must compete for new money. 


He pointed out: 


This could be a critical factor in 
utility expansion in view of the fact 
that the electric utilities (including 
electric-gas combination companies) 
must raise from outside sources a 
greater total amount of money to 
finance presently needed expansion 
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than must be raised by all the manu- 
facturing industries in the country 
combined. 


The EEI spokesman then turned to a 
third argument; namely, that interven- 
tion by stabilization authorities in the 
proceedings of existing regulatory bodies 
would be wasteful duplication contrary 
to the public interest. He stressed that 
the adoption of the proposed amendment 
will therefore necessarily result in waste- 
ful use of man power, money, and time 
on the part of the Federal government, 
the state commissions, local regulatory 
bodies, the electric utility companies, and 
local representatives of the consumers. 


E added that the futility of interven- 

tion by stabilization authorities is 
apparent from the very nature of utility 
rate proceedings. He further stated that 
there is one basic test which governs the 
level at which electric utility rates are 
fixed : It is a return that will be sufficient 
to enable the company to obtain the 
necessary capital for continuance and ex- 
pansion of ‘ts business. 

Rates of return which have resulted 
from existing regulation are no more 
than enough to accomplish this, he said. 
In fact, there is serious question as to 
whether rates of return are currently 
high enough to enable electric utilities 
to continue to compete in the capital 
markets for the needed new capital. 

Besse crystallized his argument as fol- 
lows: 


If the intervention of stabilization 
authorities served any purpose at all 
related to their function they would 
endeavor to make this situation worse. 
This being the case, there appears no 
purpose in the public interest for in- 
tervention of price _ stabilization 
authorities; for if the purpose of the 
intervention was to seek lower rates of 
return than those which would enable 
attraction of the necessary capital, the 
economic health of the electric indus- 
try, the tremendous expansion of 
which is vital to the defense effort, 
would be jeopardized. 
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The utility executive closed by point- 
ing out that the only other possible pur- 
pose of such intervention would be based 
on the premises that some state, local, or 
any other regulatory body was going to 
fail in the continued adequate perform- 
ance of its functions, and that it was 


necessary to set up special Federal ma- 
chinery to guard against such possibility. 
He added that this is merely hiring 
“policemen to police policemen,” a 
wasteful duplication, and it is contrary 
to the principles of sound Pans. 
—D. T. B. 





USITA Meeting 


XECUTIVES of the United States In- 

dependent Telephone Association 
met in White Sulphur Springs, West 
Virginia, recently and took inventory of 
the problems confronting the industry. 
Telephone operations under a defense 
economy highlighted the discussions, but 
many of the statements and observations 
were readily applicable to the regulated 
utility industry as a whole. 

Ray Dalton, president of the associa- 
tion, told the gathering that the indus- 
try’s obligation to satisfy the communi- 
cations needs of the government must be 
met. He warned that if the industry 
should fail there is a chance that it would 
not survive under a system of privately 
owned utilities. 
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“YES, I CALLED FOR A REPAIRMAN. 
’'D LIKE YOU TO TAKE OUT THE 
BELL AND PUT IN CHIMES.” 
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He stated that public ownership ad- 
vocates would like nothing better than 
to see the industry’s failure to meet mili- 
tary demands, as an excuse for govern- 
ment intervention. He added: 


. . . However, there is no doubt 
about our ability to meet our obliga- 
tions, both civil and military, and to 
retain our privately owned status. 


He continued: 


Our ability to meet those demands 
will depend largely upon the twin fac- 
tors, man power and material. We are 
already feeling the demands of the 
draft boards upon our people. The near 
future holds every prospect that our 
operations will be sadly hampered by 
lack of skilled workers as we were in 
the last war. I expect it will be greater 
this time. 


HE telephone official then urged co- 
operation with government depart- 
ments handling the defense production ef- 
fort, but pointed out that this did not 
imply a “tame acquiescence in every order 
thrown at us.” Using man power as an 
example, he said that the test of the 
justification of a stringent man-power 
order would be: Would this man be used 
where his skills and experience are more 
essential than in the work from which 
the draft officials are drafting him? He 
predicted that with the government 
recognition of the telephone industry for 
a job well done during the last war the 
industry should not have too much dif- 
ficulty, if it makes its stand clear and 
unequivocal. 
On the subject of materials, the in- 
dustry spokesman stated that he felt 
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that there was no cause for misgiving 
at present as to the way that the material 
problem was being handled by govern- 
ment officials. But he warned that the in- 
dustry should take nothing for granted. 
He urged support of the National Pro- 
duction Authority and the telephone in- 
dustry advisory committee to the end 
that the costly waste and duplication, the 
production of superfluous or nonessen- 
tial articles, that took place during the 
last war, will not be repeated again. 


HO then discussed the material, finan- 
cial, and engineering problems of 
the very small telephone companies and 
added : 


We cannot afford to let these little 
companies disintegrate and whither 
through their technical shortcomings 
or their inability to finance the de- 
velopment that is thrust upon them. 
If we do neglect them, we may find 
our larger companies fighting the in- 
roads of politically mongered socialist 
co-operatives, working from the grass 
roots up to the cities. That is not a 
theory. It is happening in the power 
industry. In my own state, public 
ownership, after years of working in 
from the rural areas, has finally cap- 
tured a large portion of the assets of 
the biggest privately owned power 
company in the Pacific Northwest. 


Dalton scored the increasing influence 
of the Federal government in business 
when he noted that the “last and great- 
est of the achievements of individual 
men, the splitting of the atom,” has been 
taken over by government exclusively. 
Allowing for the necessary military se- 
curity, the telephone man urged that 
atomic energy must presently be released 
for its commercial development for the 
common good, like electricity, by com- 
petitive private enterprise. He continued 
as follows: 


The great electric power develop- 
ments are going the same way. Ten- 
nessee and the Columbia valley are 
only the beginning. The trend must 
be checked or we may see the day 
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when all power, atomic or electric, in 
the United States will be in the per- 
sonal control of one man in the White 
House, if he is strong enough to use it, 
or in the hands of his immediate ad- 
visers if he is not. In the light of the 
past six years, we know what that 
means. The hand that controls our 
power controls the fate of each one of 
us. 


ALTON noted that utilities are usual- 

ly first to be affected by this wave 
of Federal encroachment, and then 
quoted Benjamin Feinberg, chairman of 
the New York Public Service Commis- 
sion, who said: 


Unless we call a halt, unless we 
stand up and fight this expansion of 
federalism into purely local utility 
regulation, our state commissions are 
bound to suffer greater and greater 
inroads upon their authority until 
some day there may be no room for 
state regulation. 


In support of Federal encroachment 
and the states’ rights stand, Dalton then 
quoted Franklin D. Roosevelt who, as 
governor of New York, made the follow- 
ing statement : 


The preservation of home rule by 
the states is not a cry of jealous com- 
monwealths seeking their own aggran- 
dizements. . . . It is a fundamental ne- 
cessity if we are to remain a truly 
united nation. 


The speaker then urged the im- 
portance of keeping the industry strong 
since we are in a war, both external and 
internal, against collectivism. He noted 
that government ownership of utilities 
is one of the collectivists’ weapons. He 
further noted that we are one of few 
countries where the communications in- 
dustry is not owned by the government 
as essentially a function of state control. 

The association president then turned 
to the proposal of the Communications 
Workers of America that there be a 
single commission to regulate telephone 
rates for the nation. In opposing the 
idea, Dalton pointed out the diversity 
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of interests which exists in different sec- 
tions of the country (Maine and Texas, 
for example) which could not be recon- 
ciled with a Federal handling of the tele- 
phone regulatory problem. 


He labeled the idea “politically un- 
American” and the antithesis of that 
regional control of local affairs which 
was the réle on which our Republic was 
based. 





Prospects for Atomic Electric Power 


Lage ee becoming an important part 
of any discussion of future hydro- 
electric plans of the U. S. government 
is the topic of atomic-generated electric- 
ity. Writing recently in the Albuquerque 
Journal, Pat Monroe, an Atomic 
Energy Commission observer, spotlights 
the question on the basis of statements 
made by National Wildlife Federation 
and AEC officials. (Since the Monroe 
article, tangible steps in this direction 
have been taken by AEC, as seen in its 
recent announcement concerning agree- 
ments made with industrial and utility 
companies to launch the AEC reactor 
study projects. The four co-operating 
groups are (1) Monsanto Chemical 
Company and Union Electric Company 
of Missouri; (2) Detroit Edison Com- 
pany and the Dow Chemical Company ; 
(3) Commonwealth Edison Company 
and Public Service Company of North- 
ern Illinois; and (4) Pacific Gas and 
Electric Company and Bechtel Corpora- 
tion of San Francisco.) 

The article explores the question: 
Will the harnessing of cheap atomic 
energy for civilian use mean an end to 
the Bureau of Reclamation’s plan for 
costly and gigantic power projects and a 
lighter pull on the taxpayer’s pocket? 
The possibility that the U. S. Atomic 
Energy Commission will generate 
enough electricity to compete seriously 
with water sites and undersell steam 

lants was forecast at a recent press con- 
mene when AEC revealed an agree- 
ment to share its atomic know-how with 
Monsanto Chemical Company of St. 
Louis. 

Executive Vice President Charles 
A. Thomas stated probable location of 
his atomic plant is in the phosphate beds 
of southeastern Idaho. 
JUNE 21, 1951 


ae writer goes on to say that the 
conference with reporters in Wash- 
ington kicked up a flurry of argument 
and comment throughout the country. In 
favor of a “slowdown” on power money 
by Congress until the Monsanto results 
are known, Carl D. Shoemaker, con- 
servation director of the National Wild- 
life Federation, had this to say: 


It is becoming evident that there 
may be a false reason for this hurry to 
build huge dams for hydroelectric 
power. We are spending hundreds of 
millions of dollars to harness atomic 
energy. I do not think I am divulging 
any military secrets when I tell you 
this huge expenditure is meeting with 
success, 

If this energy can be, and it surely 
will be, developed to commercial pos- 
sibilities in the near future, why should 
the American people be taxed for the 
construction of gigantic power plants 
all over the country? They will soon 
be outmoded. 


Gordon Dean, chairman of AEC, 
pointed out that the agency is currently 
a large user of power, not a producer. 
He went on to say that it would be sev- 
eral years before it could be decided not 
to generate power because of an assump- 
tion that atomic energy was going to 
produce equivalent power. “I would 
seriously doubt whether decisions of any 
consequence not to build dams should 
be made on that assumption,” he said. 

AEC Commissioner Sumner Pike 
corroborated Dean’s statement with one 
of his own. He declared: 


Power uses in this country are in- 
creasing. One company I know about 
has doubled its installations of power- 
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generating units since 1946. We would 
be in one fine fix if we laid off the next 
five years, doubling our requirements, 
and we were still tinkering with one 
of these things trying to make it work. 


The article also pointed out that as 


AEC is expected soon to generate suffi- 
cient electricity in a pile at its Arco, 
Idaho, site to furnish the most modern 
100-unit apartment, the question of 
whether Congress should stop spending 
billions on huge dams is an especially 
timely one. 





Utility Advertising Program 


Ws the “socialization” of all or 
part of industry a growing threat, 
an electric industry spokesman has just 
told a utilities advertising group his ideas 
on how they can most effectively con- 
tribute to the campaign to curtail this 
movement. It was L. V. Sutton, presi- 
dent of the Edison Electric Institute, who, 
as guest speaker before the Public Utili- 
ties Advertising Association in New 
York, made this plea. 

He declared that the electric utility 
industry must combine its advertising 
and propaganda forces to fight the advo- 
cates of public ownership for whom there 
is no “adequate match” as yet. In urging 
a bigger financial outlay for that pur- 
pose, Sutton said the electric utility in- 
dustry spends about one-quarter of the 
amount government agencies spend for 
their “propaganda,” adding that indus- 
try can learn some lessons in publicity 
from the public ownership debate. 

Sutton pointed out that the electric 
companies’ advertising program—the in- 
dustry program—ranked ninety-eighth 
in the list of 100 leading national adver- 
tisers for 1950, accordirig to Printers’ 
Ink. The three top soap companies, he 
went on to say, spent $52,500,000 in 
media and $77,000,000 in total advertis- 
ing, as against the electric utility indus- 
try’s total $25,000,000. 


As the most effective way to resist 
socialization, the institute president em- 
phasized the need of a hard-hitting adver- 
tising technique which will reach the 
American public. He said: 


We all know now that it is vitally 
necessary for our industry not only to 
maintain an adequate supply of de- 
pendable service at low cost but also 
that its achievements be appreciated 
and its worth to our American system 
of economy be recognized by our cus- 
tomers, investors, employees, and the 
public. 


Gomes added that in adequate recog- 
nition of the industry’s achievements 
lies security for all of American free en- 
terprise. He stated: 


. . . because what we do in the front 
line against the philosophies of ex- 
propriation and confiscation will have 
profound effects on those enterprises 
not now even under attack. 


In conclusion, Sutton warned that 
carelessness on the part of one company 
can destroy a good reputation built pains- 
takingly over many years. He remarked 
that often public —e re- 
sults from indifference to the job of tell- 
ing the truth or neglecting to tell it in 
clear and understandable terms. 





4 Yn point is that the Interior Department, with its hand 

on the electrical arteries of the Northwest, has an obli- 
gation to see that job-creating as well as power-consuming 
industries are accommodated here ; that the economy is not per- 
mitted to remain in a colonial status in which cheap power takes 
the place in history of cheap labor.” 
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The March of 
Events 


In General 


EEI Convention 


O*% the opening day, June 4th, the 
nineteenth annual convention of the 
Edison Electric Institute at Denver, 
Colorado, heard a vigorous description 
of the electric utility industry’s progress 
during the past year. This was the ad- 
dress of its retiring president, Louis V. 
Sutton, president of the Carolina Power 
& Light Company, who reported the 
nation’s margin of reserve power capacity 
for the next two years has been cut sharp- 
ly as a result of the jump in demand for 
electricity arising out of the Korean war. 
He added, however, the margin of re- 
serve capacity would increase to a com- 
fortable 16 per cent by December, 1953. 

Reviewing the industry’s difficulties in 
obtaining materials and equipment, Mr. 
Sutton emphasized that “any shortages 
which may hold back our own expansion 
program will likewise retard the building 
plans of most of our customers and pros- 
pective customers.” When the antici- 
pated large new defense loads materialize, 
the nation’s power systems will have 
sufficient capacity to meet them, he fore- 
cast. 

The EEI president called on the 
private utility industry for a “more ag- 
gressive and thorough public relations 
program,” in order to match the “propa- 
ganda methods of public ownership 
advocates.” The industry’s “miserly” 
1950 advertising program ranked ninety- 
eighth among the 100 leading national 
advertisers, he noted. He urged an im- 
mediate increase of at least 25 per cent 
in the promotional budgets of the private 
utility industry’s four principal trade or- 
ganizations. 

The nation’s electric power industry 
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will have to raise $7 billion by 1954 in 
order to finance the remainder of its $15 
billion postwar construction program, a 
leading investment banker reported to 
the opening session. George D. Woods, 
chairman of the First Boston Corpora- 
tion, New York investment bankers, 
estimated that $4.7 billion of the in- 
dustry’s capital requirements over the 
1951-53 period would come from the 
sale of securities, including $3 billion of 
bonds, $1 billion of common stock, and 
$700,000,000 of preferred stocks. The 
balance would come from retained earn- 
ings, depreciation, reserves, and other 
internal sources. 

Referring to the government’s activi- 
ties in the generation and sale of electric 
power, Edwin G. Nourse, former chair- 
man of the President’s Council of 
Economic Advisers, declared: “It ill be- 
fits a government that is ostentatiously 
attacking private monopoly to seek in the 
twilight to build a public monopoly of 
much greater size.” Furthermore, he as- 
serted, “the present is a time when it is 
peculiarly improper to use man power 
and materials to construct duplicating 
facilities.” 

J. K. Hodnette, vice president of 
Westinghouse Electric Corporation, said 
the electrical equipment industry has 
been keeping pace with the growth of the 
power and light industry. 

J. Wesley McAfee, president of Union 
Electric Company of Missouri, said elec- 
tric power production would more than 
double by 1965. “We are a growth indus- 
try,” he asserted. He pointed out that 
“optimistic thinking in the past had made 
possible the electric industry’s amazing 
record.” 

George M. Gadsby, president of Utah 
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Power & Light Company, was elected to 
succeed Mr. Sutton as president of the 
institute. Named as vice president was 
Bayard L. England, president of the At- 
lantic City Electric Company, who suc- 
ceeded H. B. Bryans, president of the 
Philadelphia Electric Company. 


NE Power Group Forms 


J gh worn of the St. Lawrence con- 

troversy was the recent formation 
of a joint council of rural electric co- 
operatives and municipals in northeast- 
ern states. Meeting late in May in Al- 
bany, New York, representatives of the 
municipals and co-ops proposed a merger 
of efforts along four major lines of ac- 
tion: legislation, public information, in- 


terchange of materials and emergency 
services, and power supply problems. 
The move is obviously a prelude to an 
endeavor to organize a northeastern co- 
op municipal power grid which would 
become a preference customer in the 
event of St. Lawrence development. 
Clyde Ellis, executive director of the Na- 
tional Rural Electric Co-operative Asso- 
ciation, encouraged the idea, pointing out 
that municipals and co-ops have a joint 
bond in the form of “common enemies.” 
One of the main promoters, however, 
was Leland Olds, former FPC commis- 
sioner and until recently on the Presi- 
dent’s Water Resources Policy Commis- 
sion. Olds is now the Interior Depart- 
ment’s representative on the Interagency 
Board studying northeastern power. 


California 


Bond Issue Defeated 


HE Lindsay Bill to create the Sierra 

Water Conservation District for 

the development of a $150,000,000 water- 

power project was defeated recently by 

the state senate committee on govern- 
mental efficiency. 

The measure, AB 3409, would have 
provided for the development of the 
upper American river by El Dorado and 
Placer counties through the issuance of 
bonds. 

Assemblyman Lindsay, Republican of 
Placer county, author of AB 3409, said 
seven dams, seven power projects, and 
40 miles of tunnels were contemplated on 
the stream. 

A spokesman for the Georgetown 
Divide Water Committee opposed the 


bill. It was felt that promotion of the 
project had been misleading, there being 
too much emphasis on power and no as- 
surances there would be water for domes- 
tic or irrigation purposes. Officials of 
the Georgetown Public Utility District 
had supported the bill. 


Commission’s Request Refused 


HE state assembly public utilities 
and corporation committee last 
month turned down a state public utilities 
commission request that it be given 
power to regulate contracts between par- 
ent utility companies and their affiliated 
interests. 
Passage of a bill to give the commis- 
sion the authority was urged by the com- 
mission’s chief counsel. 


Connecticut 


Democrats Have Own Version of 
Pipeline Bill 


ENATE Democrats have come up with 
their own version of a natural gas 
pipeline control bill. The house, con- 
trolled by Republicans, already had ap- 
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proved a pipeline control bill that puts the 
state public utilities commission in a 
supervisory position over “layout, con- 
struction, and design” of pipelines in the 
state. 

The senate bill, submitted on May 28th 
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with a favorable report by the senate pub- 

lic utilities committee, takes out of the 

commission all control over layout. 
The senate measure directs that the 


commission shall exercise supervisory 
control over the pipeline where “safety 
of the public” and personnel of the pipe- 
line construction company is concerned. 


Idaho 


Special Power Rates Approved 


CONTRACT for special power rates 

between Monsanto Chemical Com- 

pany and Utah Power & Light Company 

was approved recently by the Idaho Pub- 
lic Utilities Commission. 

The action was taken after Monsanto 
revealed it was considering construction 
of a giant electric furnace in southeastern 
Idaho to process phosphate. 

During the hearing, it was disclosed 
that Monsanto Chemical was negotiating 
with the Simplot interests for the lease 
or purchase of certain phosphate holdings 
in southeastern Idaho. 


The special power contract was to set 
rates and determine the supply of power 
needed for operating an elemental phos- 
phorus plant eight miles from the Utah 
Power & Light Company’s generating 
plant in Caribou county. 

The approved contract said Monsanto 
Chemical “‘may install” a second furnace 
of similar capacity and desires an option 
to purchase electric power if such fur- 
nace is installed. Utah Power & Light 
must be ready to start providing power 
for the first furnace by October 1, 1952. 
A total of 30,000 kilowatts would be re- 
quired. 


Illinois 


Gas Storage Bill 


BILL to give the Peoples Gas Light 
& Coke Company the power of 
eminent domain in acquiring under- 
ground storage facilities for natural gas 
in Kankakee county was advanced to the 


final passage stage in the house recently 
after five opposition amendments were 
defeated. 

The vote was 67 to 60 against the key 
amendment, by Representative Allison 
(Republican, Pekin), a spokesman for 
coal miner unions. 


Indiana 


Arbitration Law Ruled 
Unconstitutional 


uDGE Reeves of Vanderburgh Circuit 
Court recently ruled that the 1947 
Indiana compulsory utility arbitration 
law is unconstitutional. Judge Reeves 
based his action on a ruling of the United 


* 


States Supreme Court that a similar 
Wisconsin law was _ unconstitutional. 
The case was an injunction suit filed by 
the AFL Motor Coach Operators’ 
Union. 

The action as it applied to the Evans- 
ville City Coach Lines was dismissed on 
motion of the union. 


Kentucky 


Commission Sticks to Ruling 


HE state public service commission 
has turned down a request to re- 
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consider its decision authorizing the 
Kentucky Utilities Company to double 


its generating plant at Tyrone. 
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The plea to rehear the case was filed 
by the East Kentucky Rural Electric 
Co-operative Corporation which buys its 
power from KU for resale to the 18 co- 
ops in its network. 

The co-op claimed the commission 
failed to consider evidence it submitted 
against the KU application to add an- 
other 60,000-kilowatt generator and new 
lines at Tyronne at a cost of $11,225,000. 

The commission already has granted 
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the co-operative authority to borrow 
$12,265,000 from the Federal govern- 
ment to build a 120,000-kilowatt plant 
and transmission system at Ford in Clark 
county, 35 miles east of Tyrone. This 
project may ultimately cost $30,000,000. 
The co-operative corporation wants to 
produce its own power for its member 
co-ops rather than buy it from KU, as it 
now does. KU has appealed this ruling 
to Franklin Circuit Court. 


Massachusetts 


Seeks Limited Public Control 


HE Worcester Street Railway Com- 

pany recently sought permission to 
go under limited public control as a solu- 
tion to its financial difficulties. The com- 
pany filed its petition with the state pub- 
lic utilities commission under a provision 
of the street railway law never used be- 
fore by a transportation company. 


By its terms, the bus company would 
be operated under a combination of 
private ownership and public control, 
similar in some respects to the old Boston 
Elevated Act which led to public owner- 
ship. Three of its directors would be 
named by the governor. 

The shift would mean an immediate 
fare hike for token fares and suburban 
lines. 


Missouri 


Power-producing City 
Incinerator Voted 


| pom for the city of St. Louis to gen- 
erate and sell electricity as a by- 
product of rubbish incineration were ap- 
proved recently by the board of estimate 
and apportionment. 

The president of the board of public 
service was authorized to prepare speci- 
fications and obtain bids for construction 
of a combined incinerator and power- 
generating unit to be located on the south 
side of a city-owned tract near the foot 
of Gasconade street. 


The combined unit is expected to cost 
about $1,360,000. Burning of about 100 
tons of rubbish a day would give it a 
generating capacity of 2,500 to 3,000 
kilowatts per hour. It is estimated that 
the city would receive gross revenue of 
$125,000 a year through sale of power 
to Union Electric Company of Missouri 
at the rate of one-half cent per kilowatt. 

The city is now collecting enough rub- 
bish to operate the plant five days a week. 
Commercial rubbish collectors would 
provide an additional supply sufficient 
for the other two days, it was said. 


* 
Nebraska 


Raise Fare or Drop Tax 


HE occupation tax on Lincoln City 
Lines must be abolished or the com- 
pany will seek a straight 10-cent fare, 
according to Mayor Anderson. 
The attorney for City Lines told the 
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city council late last month that the tax 
must be removed to meet increased pay 
demands by labor. The tax is about $13,- 
000 annually. The attorney said the em- 
ployees’ union is seeking the full 10 per 
cent wage increase permitted by Eco- 
nomic Stabilizer Eric Johnston. That 
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means, he said, a general over-all boost 
of six cents an hour, or an added annual 
cost of $16,800. 

In 1950 the company paid an occupa- 


tion tax of $13,438. Counsel for City 
Lines said that an alternative to the tax 
waiver would be a complete elimination 
of night and Sunday service. 


* 
Oklahoma 


Governor Approves Utility Bills 
VERNOR Murray late last month 
filed with the secretary of state sen- 

ate bill No. 203, which he had approved. 

It provides a new law for unitization of 

oil and gas fields. Under the new law, 

unitization must be approved by opera- 
tors holding 63 per cent of the leases of 


an area and by owners of 63 per cent of 
the royalty. Under the old law the royalty 
owners did not have a voice. 

Also approved by the governor was a 
bill giving gas utilities the right of 
eminent domain to condemn _ under- 
ground areas for storage of natural gas 
supplies. 


Pennsylvania 


Commission Authorizes 
Purchase 

HE state public utility commission 

last month authorized the Equitable 
Gas Company, Pittsburgh, to purchase 
the Bellewood & Monongahela City 
Natural Gas Company, Monongahela, 
for about $468,000. 

Equitable furnishes service principal- 
ly in Pittsburgh and vicinity and has 
213,000 consumers. Bellewood, con- 
trolled by Equitable, provides service for 


3,900 users in Monongahela, Washing- 
ton county. 

Commissioner John B. Conly, Pitts- 
burgh, voted against the purchase. 


Gross Receipts Tax Continued 


" Pyenrscr Fine recently signed a bill 
continuing six mills of the gross 
receipts tax on public utilities for another 
two years on an emergency basis. This 
tax is expected to return an estimated 
$20,375,000 in revenue during the period. 


South Carolina 


More Electric Current Held 
Needed 


OUTH CAROLINA is going to need 

more power if it is to serve adequate- 
ly present customers, the new atomic 
energy plant, and other new industries 
which desire to locate in the state. 

R. M. Jefferies, general manager of the 
South Carolina Public Service Author- 
ity, told this to a Senate Appropriations 
subcommittee last month. 

He asked that the subcommittee 
recommend funds for the Southeastern 
Power Administration to build transmis- 
sion lines in the state. The House 
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eliminated the entire $3,400,000 re- 
quested by the Interior Department for 
SEPA to build such lines. 

Jefferies told the committee that cus- 
tomers of the public service authority 
had asked for more power, and that new 
industries are seeking a power source to 
put new plants in the state. 

The authority was set up to develop 
the Cooper, Santee, and Congaree rivers. 
Jefferies said it has an agreement with 
SEPA to get 20,000 kilowatts of power 
with option for that much more if the 
purchase is made within the next eight 
months. 





Progress of Regulation 


Interstate Gas Company Must Obtain State Approval to Sell 
Directly to Industrial Customers 


HE United States Supreme Court 

has affirmed a judgment of the 
supreme court of Michigan requiring an 
interstate natural gas pipeline company 
to apply to the state commission for a 
certificate before selling gas to the Ford 
Motor Company in the Detroit area. Op- 
position to the direct sales was made by 
Michigan Consolidated Gas Company, a 
company not only serving the Detroit 
area as the local distributing utility, but 
also as a wholesale customer of the pipe- 
line company. The Court held that the 
sale and distribution of gas to local con- 
sumers by one engaged in interstate 
commerce is “essentially local” in aspect 
and is subject to state regulation without 
infringement of the commerce clause of 
the Federal Constitution. 

Although Congress had acted in this 
field by passing the Natural Gas Act, 
the Court said that it had occupied only 
a part of the field, leaving direct sales 
for consumptive use to state regulation. 
The pipeline company contended, how- 
ever, that the decision gave the state com- 
mission power to prohibit interstate com- 
merce in natural gas. The Court said that 
although the end result might be pro- 
hibition of direct gas sales, to require the 
pipeline company to secure a certificate 
from the state commission before it may 
enter a municipality already served by a 
public utility is regulation, not absolute 
prohibition. It held that it was no dis- 
crimination against interstate commerce 
to require the company to route its sales 
of gas through the existing certificated 
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utility where public convenience and 
necessity would not be served by direct 
sales. 

It does not follow that, because the 
company was engaged in interstate com- 
merce, it was free from state regulation 
or free to manage essentially local as- 
pects of its business as it pleased, accord- 
ing to the Court. It was believed that such 
a course would not accomplish the effec- 
tive dual regulation Congress intended, 
but would permit the pipeline company 
to prejudice substantial local interests. 
This was not compelled by the Natural 
Gas Act or the commerce clause of the 
Constitution. 

Justice Frankfurter dissented on the 
ground that the matter was purely inter- 
state in character and that the problem 
did not disappear by invoking a solving 
phrase, “regulation, not prohibition.” He 
said that the commerce clause sought to 
put an end to the economic autarchy of 
the states and that it was not for Michi- 
gan to determine what competition it 
would or would not allow from without. 
In his opinion it was not for the states, 
in pursuit of local state policies, to de- 
cide what products from without might 
cross state boundaries or admit them on 
condition that they satisfy local economic 
policy. Only Congress could give that 
power. 

Justice Frankfurter said that it is easy 
to mock or minimize the significance of 
“free trade among the states,” which is 
the significance given to the commerce 
clause by a century and a half of adjudi- 
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cation in the Court. He said that with all 
doubts as to what lessons history teaches, 
few seem clearer than the beneficial con- 
sequences which have flowed from this 


conception of the commerce clause. Pan- 
handle Eastern Pipe Line Co. v. Michi- 
gan Pub. Service Commission et al. May 
14, 1951. 


2 


Electric Utility Allowed to 


HE North Dakota commission re- 

fused to prohibit an electric utility 
from constructing and operating a sub- 
station on its existing transmission line 
to serve a new customer who would take 
delivery of energy at that substation. This 
construction and operation was not con- 
sidered an extension of an existing public 
utility plant so as to require the issuance 
of a certificate of public convenience and 
necessity. 

A rural electric co-operative associa- 
tion had objected to the proposed service 
by the electric company on the ground 
that the line would duplicate a section of 
its line and would be used to serve a cus- 
tomer being served by it. The commission 
held that a co-operative does not have the 
exclusive right to furnish electric service 
in a particular area, especially since it is 
not required to obtain a certificate. 

A co-operative is restricted by law to 
the furnishing of electric service to its 
members. Therefore, the commission 
said, if a prospective electric user could 
not qualify for membership, or if he chose 
not to become a member, or if member- 
ship was available only on terms which 
he considered burdensome, he should 
have the right to obtain service from an 
alternative source. 

Commission President Ernest D. Nel- 
son dissented on the ground that the ma- 
jority opinion failed to recognize the true 
purposes of public utility regulation, the 
purposes of the rural electrification pro- 
gram, the purposes and extent of the cer- 
tificate of convenience and necessity, and 
the limitations that are placed upon such 
a certificate by its nonuse. 

In discussing the historical develop- 
ment of the rural electrification program, 
he said that private utilities not only had 
failed but also had refused to serve scarce- 
ly populated areas. Consequently, he said, 
the state enacted rural electrification laws. 
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Compete with Co-operative 


Commissioner Nelson believed that the 
majority opinion could create a danger- 
ous precedent in that it could open up 
the whole electrical field as a battle- 
ground where one utility might vie with 
another for the most lucrative electrical 
accounts. He said that since the co- 
operatives stand equal to, if not greater in 
dignity than, the public utility, it should 
be the commission’s purpose, if not its 
duty, to protect the co-operatives from 
wasteful competition or duplication of fa- 
cilities. He was of the opinion that there 
should be a positive refusal or inability 
on the part of the co-operative association 
to serve a new customer before an elec- 
tric utility could encroach. 

It was conceded that a co-operative 
need not obtain a certificate before ex- 
tending service to a new territory. How- 
ever, Commissioner Nelson pointed out, 
the commission has the power and au- 
thority to prevent a co-operative from 
encroaching upon the territory served by 
a certificated public utility. While it is 
true, he said, that the commission is in- 
terested in seeing that its public utilities 
remain in healthy financial condition, it is 
likewise true that it must consider the 
benefit that will be derived by a co- 
operative by having a large consumer 
contribute a good deal toward the ex- 
pense of operating the co-operative 
through sparsely settled areas in which it 
must exist. He said that justice and rea- 
son dictate that the commission is under 
an equal duty to protect rural electric co- 
operatives as well as electric utilities. He 
did not believe that the commission 
should open the field of electricity so as to 
permit a customer or locality that has 
once chosen a company to serve them to 
switch back and forth between that com- 
pany and another utility serving the same 
locality. This would lead to destructive 
and wasteful competition, the very thing 
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which the commission was directed to 
prevent. Public Service Commission v. 


e 


Montana-Dakota Utilities Co. Case No. 
4777, Feb. 16, 1951. 


Original Cost Accounting Methods Upheld 


HE United States Court of Appeals 

upheld an order of the Federal 
Power Commission prescribing account- 
ing treatment for the excess of the pur- 
chase price over the depreciated original 
cost of properties acquired by Pennsyl- 
vania Electric Company from three small 
companies in Pennsylvania. The commis- 
sion had adhered to its policy of treating 
the excess cost as an adjustment item in 
its accounting requirements. 

The Pennsylvania Electric Company, 
a public utility within the purview of the 
Federal Power Act, acquired the proper- 
ties of three companies engaged in the 
local distribution of electricity, such com- 
panies not being subject to the jurisdic- 
tion of the Federal Power Commission. 

The purchase price was in excess of 
the depreciated original cost of the prop- 
erties acquired. The commission had re- 
quired the company to classify the excess 
in Electric Plant Acquisition Adjust- 
ments Account and to amortize it by 
charges to Miscellaneous Amortization 
Account “below the line” of return on 
investment. The company had sought to 
amortize the excess by charges to Electric 
Plant Acquisition Adjustments in the op- 
erating expense section of its income 
statement “above the line.” 

The commission was held to have au- 
thority to require the company to adjust 
its accounts accordingly. That a different 
accounting treatment might be required 
by the Pennsylvania commission was held 
to be no bar to the Federal Power Com- 
mission’s jurisdiction, either on consti- 
tutional or practical grounds. 

The finding of excessiveness of the pur- 
chase price was deemed to be based on 


e 


substantial evidence. Although the com- 
pany asserted that the price of the prop- 
erties reached, as the result of arm’s- 
length bargaining, was a proper indica- 
tion of value, its own vice president testi- 
fied that the physical value of the proper- 
ties was represented by their depreciated 
original cost. However, the company as- 
cribed the difference between depreciated 
original cost and the purchase price to 
the earning power of the properties en- 
hanced by contemplated operating econo- 
mies and increased load and revenue. 

The court found, however, that the 
company failed to show that it expected 
to achieve any noteworthy operating 
savings. 

Its evidence as to increased load 
and revenue was not compelling, particu- 
larly since the customers of the selling 
companies would enjoy material rate re- 
ductions as a result of the sale. The op- 
portunity for growth was limited since 
the service area of the three companies 
was surrounded by the service area of the 
purchasing company. 

Finally, the earnings of the lessee of 
the three companies acquired by Pennsyl- 
vania Electric Company would be sub- 
stantially, if not wholly, offset by the de- 
crease in rates. Furthermore, any increase 
in revenue would be offset by the neces- 
sity of merely doubling the depreciation 
charges if they were to be made adequate. 
The court decided that the record sup- 
ported the conclusion of the commission 
that the foreseeable rate of return on the 
purchase price would not justify the price 
paid. Pennsylvania Electric Co. v. Fed- 
eral Power Commission, No. 10293, 
April 10, 1951. 


Impounded Funds Awarded to Wholesaler Rather 
Than to Ultimate Consumers 


HE supreme court of Missouri held 
that ultimate consumers were not 


entitled to receive funds impounded 
pending review of an order of the Fed- 
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eral Power Commission reducing rates 
charged by an interstate natural gas 
pipeline company to a local distributing 
company. The impounded funds repre- 
sented the difference between the old 
rates charged distributor and reduced 
rates ordered by the Federal Power 
Commission and affirmed by a Federal 
court. 

The court pointed out that although the 
Natural Gas Act was intended to protect 
ultimate consumers, it was limited to 
regulation of sales in interstate commerce. 
The law was enacted to complement 
rather than usurp state regulatory au- 
thority. It was held that the Federal 
Power Commission had no authority to 
regulate local intrastate natural gas rates 
or to order their reduction to give the 
ultimate consumers the benefit of any re- 
duction in rates between interstate whole- 
salers and local distributors. 

Where a utility is municipally owned, 
the legislative function of fixing rates is 
in the municipality, to be affected in no 
way by any regulation except the will of 
its own citizens, The municipal council 
had fixed rates to be charged by the mu- 
nicipal plant. The court conceded that 
the payments by the interstate company 
into the depositary designated by the 
Federal court were in a sense conditional 


= 


upon the court’s action in a review of the 
Federal Power Commission order. The 
money paid into the impounded fund had 
been paid by the municipal plant out of 
its own funds. 

The ultimate consumers were not mak- 
ing conditional payments for gas fur- 
nished them by the local company. The 
rates were prescribed by the proper local 
regulatory body. The court decided that 
when the established rate of a utility has 
been followed, the amount so collected 
becomes the property of the utility. It 
cannot be deprived of this money by either 
legislative or court action without vio- 
lating the due process provisions of the 
state and Federal constitutions. Conse- 
quently, the court concluded that if the 
impounded fund in controversy were paid 
over to the ultimate consumers, it would 
constitute a windfall and unjust enrich- 
ment to them. 

The court took care to point out that 
the distributor claiming the funds created 
from the payment of excessive rates was 
engaged in the sale of natural gas in intra- 
state commerce. It was subject to the 
jurisdiction of the state regulatory body. 
Consequently, its claims to the impounded 
funds were held to be determinable by 
state law. Lightfoot et al. v. Springfield 
et al. 236 SW2d 348. 


Former Affiliate Denied Refund of Rates Paid 
During Period of Common Management 


HE United States Supreme Court 
held that one electric company can- 
not sue a former affiliate in Federal court 
for overpayments resulting from alleged- 
ly unreasonable rates. A declaration of 
the Federal Power Act that unreasona- 
ble rates for electricity are unlawful was 
held not to entitle the company to repa- 
ration from an affiliate with whom, dur- 
ing the period of common management, 
it had unfavorable contracts for the pur- 
chase and sale of electricity. The con- 
tracts had been filed with and accepted 
by the Federal Power Commission. 
The Supreme Court judges agreed 
that the Federal Power Commission did 


not have jurisdiction in such a contro- 
versy, but the Court split five to four on 
the question whether the complaining 
company had any remedy at all in the 
Federal courts. 

Two companies had been engaged in 
interstate commerce and while under 
common management interchanged elec- 
tricity under contract. The successor of 
one of these companies, having recov- 
ered liberty of action, brought suit in the 
Federal court for damages. It claimed 
that by reason of the domination of its 
predecessor by the other company, the 
predecessor had been paid an unreason- 
ably low rate for electricity supplied to, 
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and had been charged an unreasonably 
high rate for electricity supplied by, the 
other company. Its claim was based on 
the provision of the Federal Power Act 
that any rate or charge that is not just 
and reasonable is unlawful. 

The majority of the justices on the 
Supreme Court thought the complaint 
should be dismissed, but the minority 
thought that the district court should be 
directed to refer the question of reason- 
ableness of rates to the Federal Power 
Commission and, having obtained the 
commission’s decision, proceed with the 
other issues involved in the case. 

The Supreme Court pointed out that 
the question whether jurisdiction existed 
had been confused with the question 
whether the complaint stated a cause of 
action. It believed that the electric utility 
had asserted a cause of action under the 
Federal Power Act. Consequently, it 
held that to determine whether that 
claim was well-founded, the district court 
properly took jurisdiction regardless of 
whether its ultimate resolution was to be 
in the affirmative or the negative. 

The company complained in substance 
that the interlocking directorship was 
used fraudulently to deprive it of its 
federally conferred right to reasonable 
rates and it demanded reparation. The 
Court held that the right to a reasonable 
rate was the right to the rate which the 
commission filed or fixed and that, ex- 
cept for review of its orders, the Court 
could assume no right to a different rate 
on the ground it was more reasonable. 
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The fact that the common directorship 
and common managership had received 
commission approval was held to exempt 
the relationship from the ban of the Fed- 
eral Power Act and to remove from it 
any presumption of fraud that might be 
thought to arise from its mere existence. 
The Court said that it would be a strange 
contradiction between judicial and ad- 
ministrative policies if a relationship, 
which the commission had declared 
would not adversely affect public or pri- 
vate interests, were regarded by courts 
as enough to create a presumption of 
fraud. 

The Court conceded that its decision 
left the company without a remedy un- 
der the Federal Power Act. In that re- 
spect, however, it pointed out that the 
company was no worse off after losing its 
lawsuit than its customers would be if 
it should win. The Court assumed that 
any unreasonable amounts which the 
company had paid suppliers had been 
collected from consumers. It was ad- 
mitted that if it should recoup again 
what it had already recouped from the 
public, there was no machinery in or out 
of court by which customers who had 
paid unreasonable charges could recover. 
Consequently, the Court concluded that 
the case involved only issues which a 
Federal court could not decide and could 
only refer to a body which would also 
have no independent jurisdiction to de- 
cide. Montana-Dakota Utilities Co. v. 
Northwestern Pub. Service Co. May 7, 
1951. 


- Conditions of Power Project License Requiring Interconnection 


With Government 


>" Federal Power Commission was 
ordered by the United States Court 
of Appeals for the District of Columbia 
to modify its order authorizing the con- 
struction, operation, and maintenance of 
a power project on Federal lands, so as 
to eliminate provisions requiring the 
company to perform certain services for 
the government. 

The hydroelectric project was located 
in south-central Idaho and included a 
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Lines Eliminated 


dam and a power plant. When the com- 
mission awarded the company a license, 
it required that the company increase the 
capacity of its lines at the government’s 
request, and thereafter transmit power 
to the government over interconnected 
lines. Such interconnection was required 
to continue until thirty months’ notice 
be given by the company to the govern- 
ment that it required the whole or any 
substantial part of the power being de- 
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livered to the Federal government. 
In determining whether the commis- 
sion had authority to impose these con- 
ditions, the court conceded that Congress 
had constitutional authority to impose 
such conditions on the use of public lands 
as are in its judgment proper. However, 
that was not the question in this case, 
the court continued, and it stated its con- 
cept of the issue involved in this way: 


Has Congress conferred upon the 
commission authority to impose upon 
a license for power project on public 
lands requirements that the licensee 
increase the proposed capacity of its 
primary transmission lines, intercon- 
nect those lines with power projects 
of the United States, and transmit 
over its lines for the United States 
power generated by or belonging to 
the United States? 


The court ruled that the commission 
did not have any such authority. In the 
discussion in Congress prior to the pas- 
sage of the Federal Power Act, the ques- 


tion of requiring a private power com-. 


pany operating on public lands to con- 
nect with public power projects was 
highly controversial and was broached 
at least three times. It was resolved when 
Congress inserted in the statute as § 
201(f) a provision that no part of the 
statute dealing with interconnection or 
co-ordination of facilities shall be deemed 
to include the United States or any of 
its agencies. 

The commission contended that under 
either or both of two general clauses it 
was given authority to impose the con- 
troversial condition. The first clause was 
in Part I of the act in which, after the 
statement that all licenses shall be on 
the following conditions, it is stated “(g) 
Such other conditions not inconsistent 
with the provisions of this act as the 


2 


commission may require.” The court 
ruled that this clause was not authority 
for the commission to impose conditions 
requiring an interconnection prohibited 
by other provisions of the act. 

The second general clause relied on 
was in § 10 of Part I in which it is said: 


All licenses issued under this part 
shall be on the following conditions: 
(a) That the project adopted . . . shall 
be such as in the judgment of the com- 
mission will be best adapted to a com- 
prehensive plan for improving or de- 
veloping a waterway or waterways for 
the use or benefit of interstate or for- 
eign commerce, for the improvement 
and utilization of water-power devel- 
opment, and for other beneficial public 
uses.... 


The commission contended that the 
interconnection which it required was 
best adapted to carry out the provisions 
of this section. The court ruled that the 
section applied primarily to the type, lo- 
cation, size, and purpose of the project. 
It could not be construed as requiring 
the interconnection of private facilities 
with public facilities or the compulsory 
transmission of public power by a pri- 
vate company, in view of the fact that 
Congress had specifically prohibited such 
interconnection. 

Finally, the court ruled that the ques- 
tion was primarily a legislative one. Con- 
gress could authorize that such condi- 
tions be imposed on the use of public 
lands if it so desired. Its only pronounce- 
ment to date on the subject precludes 
interconnection. If the commission be- 
lieves it to be in the public interest to 
prescribe such conditions upon power 
project licenses, it should present its 
views to the Congress. Idaho Power Co. 
v. Federal Power Commission, May 10, 
1951. 


System-wide Operation of 4-state Company Considered 
In Rate Hearing 


£ Be New Mexico commission did 
not limit itself to a consideration of 


the intrastate operations of a combined 
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water and electric utility in considering 
the company’s application for a rate in- 
crease but considered the company’s 
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- sesso throughout its service area in 
ansas, Oklahoma, and Texas as well. 
From its appraisal of the company’s rev- 
enue needs, the commission prescribed 
rates which would equitably apportion 
any needed increases in New Mexico to 
its customers. 

The commission reduced the com- 
pany’s rate base by about $4,000 for 
plant acquisition adjustments which it 
ruled were not allowable and by about 
$95,000 for plant under construction 
upon which interest was still being 
charged. 

The company was ordered to bring its 
accounting more in line with the Uniform 


System of Accounts and to substitute a 
straight-line method of accruing depreci- 
ation for “the present unwieldy method 
of accruing depreciation on a percentage 
basis of gross operations less mainte- 
nance charges.” 

The new rates which the commission 
approved would yield the company a re- 
turn of 4.34 per cent on the electric de- 
partment rate base and a return of 3.66 
per cent on its water department raie 
base. This return was described by the 
commission as “less than usualiy re- 
quested or allowable by regulatory 
bodies.” Re Southwestern Pub. Service 
Co. Case 332, April 12, 1951. 


= 
Other Important Rulings 


t= Federal Power Commission, in 
reversing a ruling of its presiding 
examiner, held that minimum wellhead 
prices for natural gas, as fixed by a state 
commission, may be introduced as evi- 
dence of operating costs of a natural gas 
pipeline company in a rate proceeding 
before the Federal body. Re Northern 
Nat. Gas Co. Docket Nos. G-1382, G- 
1533, G-1607, April 16, 1951. 


The New York commission authorized 
a gas company to issue long-term instal- 
ment promissory notes where, in order 
to issue additional common stock, its cer- 
tificate of incorporation would first have 
to be amended to create such additional 
shares of stock, where, under present 
market conditions, the issuance of pre- 
ferred stock would cost substantially more 
than under the proposed financing, and 
where it was extremely doubtful whether 
the company could issue and sell first 
mortgage bonds on a basis better than the 
3 per cent rate called for on the proposed 
notes. Re Iroquois Gas Corp. Case 15284, 
April 10, 1951. 


In authorizing a railroad to discontinue 
a passenger train which had little patron- 
age, the Minnesota commission observed 
that its continuance would be unfair to 
the farmers and business interests of the 


agricultural community which it served 
inasmuch as their freight service would 
have to be limited or their rates increased 
to permit absorption of the company’s 
losses on passenger service. Re Chicago, 
St. P. M. & O. R. Co. A-7097, March 
7, 1951. 


The Federal district court, in an ac- 
tion for damages by a colored person who 
was forced to vacate reserved seats and to 
move to a different coach, held that such 
an action should be brought before the 
Interstate Commerce Commission rather 
than a district court, since that commis- 
sion has primary jurisdiction over ques- 
tions of equality of accommodations. 
Greene v. Atlantic Coast Line R. Co. 95 
F Supp 761. 


The Pennsylvania Superior Court held 
that if proposed transit rates become ef- 
fective, under operation of law, because 
the commission has exercised its discre- 
tionary power not to suspend such rates, 
no action has been taken from which an 
appeal can be made, since there has been 
no order, final or otherwise. Pittsburgh v. 
Pennsylvania Pub. Utility Commission, 
No. 66, March 6, 1951. 


The Civil Aeronautics Board ap- 
proved a through-flight agreement be- 
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tween two carriers which provided for 
the interchange of equipment and facili- 
ties between them, where the agreement 
appeared to be in the public interest, 
would not create a monopoly, and would 
not violate the Civil Aeronautics Act. Re 
National Airlines, Docket Nos. 3785, 
3787, April 12, 1951. 


A municipal water utility was directed 
by the Montana commission to take steps 
immediately to effect an allocation of the 
expenses of employees working for dif- 
ferent departments of the city so that the 
water department would be charged with 
only that portion of their wages which 
were properly assignable to it. Re Dillon, 
Docket No. 3904, Order No. 2234, April 
2, 1951. 


In exempting several pilot owners 
from the certificate requirement of the 
Civil Aeronautics Act, in the hope that 


the grant of the exemption would give 
them an opportunity to contribute to the 
development of the tourist business in 
the Alaskan territory which they served, 
the Civil Aeronautics Board recognized 
the danger in the situation if the pilot 
owners were to increase their activities 
to a point where they would be in compe- 
tition with certificated carriers. Re Acord 
(Acord Charter Service), Docket No. 
2453 et al. April 11, 1951. 


The Federal Power Commission held 
that a certificate of convenience and ne- 
cessity was not required under § 7 of the 
Natural Gas Act for the construction and 
operation of an interstate pipeline by a 
company proposing to transport natural 
gas solely for its own use as boiler fuel 
in its electric generating plant without 
making any sales of natural gas. Re 
Montana Power Co. Docket No. G-1627, 
May 8, 1951. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re Cross Plains Electric Company 


2-U-3519 
April 6, 1951 


PPLICATION for authority to increase electric rates for water- 
heating and large power service; granted. 


Rates, § 355 — Electric rates — Rural and urban service. 
1. A differential between rural and urban electric rates for water-heating 


service is proper, p. 66. 


Return, § 87 — Electric company. 


2. Electric rates yielding an annual return of approximately 6 per cent were 
considered reasonable and lawful, p. 66. 


By the Commission: The Cross 
Plains Electric Company, an electric 
public utility in the village of Cross 
Plains and in the towns of Cross 
Plains, Springdale, Berry, and Ver- 
mont, Dane county, filed an appli- 
cation with this Commission on Jan- 
uary 30, 1951, for authority to in- 
crease its large power rates and to 
increase its rates and revise its rules 
for rural water-heating service. 

Hearing: March 6, 1951, at Madi- 
son before examiner Helmar A. Lewis. 


APPEARANCES: Cross Plains Elec- 
tric Company, by Munroe L. Tubbs, 
Secretary-Treasurer, and Frank J. 
Saeman, President and Manager, 
Cross Plains. Of the Commission 
staff: Gerald F. Wilke, rates and re- 
search department, and Arnold A. 
Washbush, accounts and finance de- 
partment. 


Opinion 
The applicant has requested that 


[5] 65 


the present rate for unlimited electric 
service for rural electric water heaters 
be raised from the present rate of 1.5 
cents to 2.0 cents per kilowatt hour 
and that the energy portion of the large 
power rate be raised to reflect the cost 
of electric energy purchased by the 
Cross Plains Electric Company from 
the Wisconsin Power & Light Com- 
pany. 

At the time of the hearing the appli- 
cant had seventeen rural water-heat- 
ing customers who used 62,709 kilo- 
watt hours of electric energy in 1950. 
It is estimated that these customers 
will consume approximately 64,400 
kilowatt hours of energy for water 
heating in 1951 and an increase of .5 
cent per kilowatt hour will amount to 
$322 additional revenue. 

The applicant had no large power 
customers connected at the time of the 
hearing, but contemplated the connec- 
tion of one, a feed mill with 75-horse- 
power connected load, in the near fu- 
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ture. The present large power rate is 
such that should a customer’s use ex- 
ceed 20,000 kilowatt hours per month, 
the energy would be sold for less than 
it costs the utility under the present 
rate and fuel clause adjustment. 

[1] The peak demand on the 
utility’s system occurs in the evening. 
Since the water heaters are unlimited 
as to hours of operation, it is reason- 
able to assume that they will to some 
degree contribute to the maximum de- 
mand. Those heaters located in rural 
areas require greater length of line, 
with consequent increased line losses, 
than those in the urban area. Service, 
maintenance, and meter reading costs 
are all somewhat greater in rural terri- 


tory. Therefore, it is reasonable to 


establish some type of differential in 
the rates between rural and urban serv- 


ice. 

During 1950 the Cross Plains Elec- 
tric Company had a net operating in- 
come of $1,952.31 which gave an indi- 
cated rate of return of 5.373 per cent 
on its calculated rate base. The addi- 
tion of $322 in operating income by the 
proposed rate increase for rural water- 
heating service will raise the net oper- 
ating income somewhat. It is esti- 
mated that the rate of return will be 
approximately 6 per cent based upon 
a rate base calculated as follows: 


Less: Reserve for depreciation, De- 
cember 31, 1950 
Contributions in aid of construc- 
tion, December 31, 1950 


18,978 


Net electric plant 
Materials and supplies, December 31, 
1950 
Cash working capital 


Rate base 


Findings of Fact 


The Commission finds: 

1. That the present electric rural 
water-heating rates and large power 
rate of the Cross Plains Electric Com- 
pany are unreasonable because of inad- 
equacy. 

2. That the net book value of the 
applicant’s depreciated electric prop- 
erty and plant, plus materials and sup- 
plies and cash working capital is $36,- 
335, which is a reasonable rate base for 
purposes of this case. 

[2] 3. That the rates prescribed 
herein will yield approximately a 6 
per cent return on the above rate base 
and are reasonable and lawful. 


Conclusion of Law 


The Commission therefore con- 
cludes : 

That by reason of the foregoing 
findings of fact an order be issued 
authorizing an increase in rural water- 
heating service and large power rates 
as set forth in the appendix attached 
hereto [omitted herein]. 
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Re Arkansas Louisiana Gas Company 


Docket No. G-1456 
January 10, 1951 


PPLICATION for authority to construct natural gas pipelines 
A and telephone lines paralleling the pipelines or for alternative 
finding of lack of jurisdiction; authority granted with respect to 
pipelines and application dismissed with respect to telephone lines. 


Gas, § 2.1 — Jurisdiction of Federal Commission — Natural gas company. 
1. A company which owns and operates a natural gas transmission pipeline 
system located in several states and which is engaged in the transportation 
and sale of natural gas in interstate commerce for resale for ultimate public 
consumption is a natural gas company within the meaning of the Natural 


Gas Act, p. 68. 


Certificates of convenience and necessity, § 53.5 — When required — Natural gas 


pipeline. 


2. A natural gas company must obtain a certificate under §§ 7(c) and (e) 
of the Natural Gas Act, 15 USCA § 717f(c), (e), to construct and operate 
pipeline facilities which are to be used in the transportation of natural gas 
in interstate commerce, subject to the jurisdiction of the Federal Power 
Commission, as integral parts of the company’s existing pipeline system, 


p. 69. 


Certificates of convenience and necessity, § 32 — Natural gas pipeline company — 


Telephone line. 


3. A natural gas company’s application for authority to construct a telephone 
line to parallel a proposed pipeline was dismissed although construction and 
operation of the pipeline was authorized, p. 69. 


By the Commission: On August 3, 
1950, Arkansas Louisiana Gas Com- 
pany (applicant) filed an application 
which was supplemented on Septem- 
ber 14, 1950, for a certificate of public 
convenience and necessity pursuant to 
§ 7 of the Natural Gas Act, 15 USCA 
§ 717f, as amended, authorizing the 
construction and operation of the fol- 
lowing facilities: 

Section A: Approximately 4.9 
miles of 83-inch O. D. welded pipeline, 
extending from a point in the East 
Haynesville Field of Claiborne Par- 


ish, Louisiana, in a westerly direction 
to a dehydrator installation located in 
the Haynesville Field, also in Clai- 
borne Parish, Louisiana. 

As to these facilities applicant re- 
quests that the Commission disclaim 
jurisdiction, citing the Commission’s 
order entered on July 7, 1948, in Re 
Arkansas Louisiana Gas Co. Docket 
No. G-1024. 

Section B: Approximately 16.4 
miles of 88-inch O. D. welded pipe- 
line, looping applicant’s existing 6- 
inch line LT-2, extending from the 
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dehydrator station described in Sec- 
tion A, above, in a northwesterly di- 
rection to the Columbia Gas Treating 
Plant, owned and operated by Arkan- 
sas Fuel Oil Company and located in 
Columbia county, Arkansas, including 
metering, regulating, and other ap- 
purtenant facilities, and 

Section C: A telephone line to 
parallel the 16.4 miles of pipeline de- 
scribed in Section B, above. 

Temporary authorization to con- 
struct and operate these facilities was 
granted by the Commission in a tele- 
gram dated September 26, 1950. 

Pursuant to due notice, a public 
hearing was held in Washington, 
D. C., on October 24, 1950, respect- 
ing the matters involved and the issues 
presented by the application. No pro- 
test to the application has been re- 
ceived. 

Under the contemplated operating 
pressure conditions, the capacity of 
the proposed facilities will be about 
31,000 thousand cubic feet of natural 
gas per day. Applicant estimates that, 
by obtaining some 24,000 thousand 
cubic feet of gas per day in the East 
Haynesville Field and transporting 
same through the proposed facilities, 
it will be able to reduce its curtail- 
ment estimate to about 40,000 thou- 
sand cubic feet per day during the 
coming winter season, and will be 
able to replace gas heretofore availa- 
ble from the Dorcheat-Macedonia 
Field of southern Arkansas, which 
field is now being rapidly depleted. 

Service to new or additional con- 
sumers, other than those anticipated 
through normal growth of the area, is 
not involved, and no additional reve- 
nues are expected to result from the 
proposed construction. 
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It appears that the 4.9 miles of pipe- 
line hereinbefore described in section 
A will be used to transport natural gas 
produced in the East Haynesville field 
from a point in that field (where the 
gathering system in that field will put 
the gas into the line) to an existing 
dehydration plant in the Haynesville 
field, where such gas will be com- 
mingled with other gas produced in 
the Haynesville field for further trans- 
mission to the Columbia Gasoline 
Plant in Arkansas. The function of 
said 4.9 miles of pipeline will be, 
therefore, to transport natural gas 
which will have been already gath- 
ered and put into the line, for further 
transmission to the gasoline plant in 
Arkansas. This function is substan- 
tially the same as that of the 6-inch 
pipeline between the Haynesville field 
and the Columbia Gasoline Plant 
heretofore authorized by the Commis- 
sion in Docket No. G-1024, which is 
proposed to be looped by the facilities 
hereinbefore described in section B. 

The estimated cost of constructing 
those facilities hereinbefore described 
in Sections A and B is $356,198, 
which applicant proposes to finance 
out of its cash reserves and the pro- 
ceeds of additional bank loans bearing 
interest at 23 per cent per annum. 

The Commission finds: 

[1] (1) Applicant, a Delaware 
corporation having its principal place 
of business in Shreveport, Louisiana, 
owns and operates, among other facil- 
ities, a natural-gas transmission pipe- 
line system located in the states of 
Arkansas, Louisiana and Texas, is 
engaged in the transportation and sale 
of natural gas in interstate commerce 
and the sale in interstate commerce of 
natural gas for resale for ultimate 
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public consumption, and is a “natural- 
gas company” within the meaning of 
the Natural Gas Act, as heretofore 
found by the Commission, in Re Ar- 
kansas Louisiana Gas Co. (1943) 
Docket No. G-252, 3 FPC 910. 

[2] (2) The facilities hereinbe- 
fore described in sections A and B are 
proposed to be used in the transpor- 
tation of natural gas in interstate com- 
merce, subject to the jurisdiction of 
the Commission, as integral parts of 
applicant’s existing pipeline system, 
and the construction and operation 
thereof by applicant are subject to the 
requirements of subsections (c) and 
(e) of § 7 of the Natural Gas Act, as 
amended. 

(3) Applicant is able and willing 
properly to do the acts and to perform 
the service proposed, and to conform 
to the provisions of the Natural Gas 
Act, as amended, and the require- 
ments, rules, and regulations of the 
Commission thereunder. 

(4) Applicant having requested 
the omission of the intermediate deci- 
sion procedure and all the require- 
ments of the provisions of § 1.32(b) 
of the Commission’s Rules of Practice 
and Procedure [18 CFR 1.32(b)] 
having been satisfied, sufficient cause 
exists for the Commission forthwith 
to render its final decision in the in- 
stant proceeding. 

(5) The proposed construction 
and operation of the facilities by ap- 
plicant as herein set forth are required 
by the public convenience and neces- 
sity and a certificate therefor should 
be issued as hereinafter ordered and 
conditioned. 

The Commission orders: 


(A) A certificate of public conven- 
ience and necessity be and the same 
is hereby issued authorizing applicant 
to construct and operate the facilities 
hereinbefore described in sections A 
and B, all as more fully described in 
the application, as supplemented, in 
this proceeding, for the transportation 
of natural gas as therein set forth 
subject to the jurisdiction of the Com- 
mission, upon the terms and condi- 
tions of this order. 

(B) The authority herein con- 
tained shall expire on April 30, 1951, 
unless applicant shall, by that date, 
have commenced operation of the new 
facilities herein described, in accord- 
ance with the terms and conditions 
of this order. 

(C) Applicant shall report to the 
Commission, in writing and under 
oath, the date on which construction 
of said new facilities is completed, to- 
gether with the date of commencement 
of operations. 

(D) This certificate is not trans- 
ferable and shall be effective only so 
long as applicant continues the opera- 
tions hereby authorized in accordance 
with the provisions of the Natural 
Gas Act, as amended, and any per- 
tinent rules, regulations, or orders 
heretofore, or hereafter issued by the 
Commission. 

[3] (E) The application filed 
herein on August 3, 1950, in so far as 
it relates to and requests a certificate 
of public convenience and necessity 
for the construction and operation of 
the facilities hereinbefore described in 
Section C be and the same hereby is 
dismissed. 
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PENNSYLVANIA SUPERIOR COURT 


City of Pittsburgh 


Vv 


Pennsylvania Public Utility Commission 


No. 66 
— Pa Super Ct —, — A2d — 
March 6, 1951 


M 


OTION to dismiss municipality's appeal from local transit 
rate increases; appeal dismissed. 


Appeal and review, § 6 — Decisions subject to review — Failure to suspend rates. 


If proposed transit rates become effective, under operation of law, because 
the Commission has exercised its discretionary power not to suspend such 
rates, no action has been taken from which an appeal can be taken, since 
there has been no order, final or otherwise. 


By the Court: Motions of the 
Pennsylvania Public Utility Commis- 
sion and of the Pittsburgh Railways 
Company, intervening appellee, to 
quash the present appeal, and answers 
thereto by the city of Pittsburgh, are 
before us for disposition on motions 
and answers. 

On January 18, 1951, the Pitts- 
burgh Railways Company filed a new 
schedule of rates and fares for street- 
car, incline and motor-coach service 
to become effective February 18, 1951. 
On January 25, 1951, the city of 
Pittsburgh filed a complaint and peti- 
tion for suspension of the proposed 
rates with the Public Utility Commis- 
sion, and on January 31, 1951, filed a 
formal complaint against the proposed 
increases (Complaint Docket No. 
15135). The Pittsburgh Railways 
Company filed an answer to the com- 
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plaint, and the matter is now at issue 
before the Public Utility Commission. 
The Public Utility Commission took 
no action to suspend the proposed 
rates in conformity with § 308(b) of 
the Public Utility Law of May 28, 
1937, P. L. 1053, 66 PS § 1148, and 
consequently they became effective by 
operation of law. The Public Utility 
Commission, in this case, has made 
no order, final or otherwise, and it 
has taken no action from which an 
appeal may be taken to this Court as 
provided in § 1101 of the Public Util- 
ity Law, 66 PS § 1431. The follow- 
ing are applicable and controlling: 
Philadelphia v. Public Utility Commis- 
sion (1949) 164 Pa Super Ct 96, 78 
PUR NS 484, 63 A2d 391; Yosko v. 
Public Utility Commission (1950) 
— Pa Super Ct —, 88 PUR NS 163, 
— A2d —; Sharfsin v. Public Utility 
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Commission, 106 October term, 1951 March, 1951, the present appeal, No. 
(February 2, 1951). 66, April term, 1951, is quashed. 
And now, to wit, the 6th day of 








MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Halifax Electric Cooperative, Incorporated 


Vv 


Western Massachusetts Electric Company 


D.P.U. 9204 
February 14, 1951 


PPEAL to Commission by electric co-operative from order 
v \ of selectmen of a town authorizing erection of certain poles 
and wires; dismissed for lack of jurisdiction. 


Commissions, § 17 — Statutory powers. 
1. The Department of Public Utilities is primarily and exclusively a statutory 
body having only those powers expressly delegated to it by the legislature 
and those reasonably to be inferred from the general grant, p. 71. 
Appeal and review, § 83 — Appeals to Commission — Municipal consent to 
erection. 
2. The Department of Public Utilities may not review a grant by the select- 
men of a town of authority to erect power utility poles, under General Laws, 
Chapter 166, unless the proposed line affects other municipalities, p. 71. 
Appeal and review, § 83 — Commission jurisdiction — Municipal consent to erection 
of poles. 
3. The Department of Public Utilities may not review the action of the 
selectmen of a town authorizing the erection of power poles by a company 
presently operating within the confines of that town, under General Laws, 
Chapter 164, since the statute applies only to erection of poles by a company 
not operating in the town, p. 71. 
* 


APPEARANCES: John S. Burgess, of of the General Laws from a decision 
Brattleboro, Vt., for the appellant; of the selectmen of the town of Leyden 
David Pokross, of Boston, for the granting a petition of Western Massa- 
respondent. chusetts Electric Company for permis- 

sion to erect certain poles and wires 

By the DEPARTMENT: in that municipality. The Department 

[1-3] Halifax Electric Coopera- has raised the question as to its ju- 
tive, Inc., a Vermont corporation, has _risdiction in the premises. We are of 
filed an appeal under § 88 of Chap 164 the opinion that on the face of the pe- 
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tition and on the facts which appear in 
the public records of the Department, 
we must dismiss this appeal for want 
of jurisdiction. 

The Department of Public Utilities 
is primarily and exclusively a statu- 
tory body having only those powers 
expressly delegated to it by the legis- 
lature and those reasonably to be in- 
ferred from the general grant. New 
England Teleph. & Teleg. Co. v. De- 
partment of Public Utilities, 262 Mass 
137, PUR1928B 396, 159 NE 743, 56 
ALR 784. “This Department is a 
creature of the legislature and its pow- 
ers are entirely derived from the stat- 
utes of this commonwealth.” Beaser 
v. Edison Electric Illum. Co. (Mass) 
PUR1922E 492, 508. The legisla- 


ture has given to the selectmen of the 
town of Leyden the duty of deter- 
mining whether power utility poles 


shall be erected on its streets and who 
shall erect them. General Laws, Chap 
166, §§ 21 and 22. There is no ap- 
peal to this Department from a grant 
made by the selectmen under such sec- 
tions (Cooney v. Southern Berkshire 
Power & Electric Co. [Mass 1947] 
73 PUR NS 56) unless the proposed 
line affects some other municipality as 
well. See General Laws Chap 166, 
§§ 27 and 28. This general grant of 
power to the selectmen is limited only 
by § 87 of Chap 164, which states 
that, where an electric company is op- 
erating within a town, no other per- 
son shall erect poles along the streets 
without the consent of the selectmen, 
from which consent any person ag- 
grieved may appeal to the Department 
under § 88. But the records of the 
Department very clearly show that 
Western Massachusetts Electric Com- 


pany has, for many years, been en- 
gaged in the sale of electricity within 
the town of Leyden, albeit we have 
no official information as to whether 
they are doing so within that section 
presently served by Halifax or sought 
to be served by Western Massachu- 
setts. This fact is admitted in the 
argument of counsel for Halifax. We 
cannot see how Western Massachu- 
setts can be considered to be an other 
person seeking under § 87 to render 
service in the town, while at the same 
time it is clearly a person now so en- 
gaged. Whose rights are prior in time 
as between Halifax and Western 
Massachusetts seems to us to be im- 
material since we can only assume that 
Halifax obtained the necessary con- 
sent under § 87 to enter the town if 
Western Massachusetts was the prior 
supplier. So, also, we do not find it 
necessary to decide whether Halifax, 
as a foreign corporation, is a “person 
aggrieved” under § 88, and as such 
entitled to take this appeal. We sim- 
ply hold that we may not review the 
discretion of the selectmen of Leyden 
in granting additional locations with- 
in the town to a company presently 
operating within the confines of that 
town. 

Accordingly, upon motion of the 
Department, it is hereby 

Ordered: That the appeal of Hali- 
fax Electric Cooperative, Inc., filed 
September 6, 1950, be and the same 
hereby is dismissed for lack of ju- 
risdiction ; and it is further 

Ordered: That the hearing on the 
merits adjourned to March 1, 1951, is 
hereby terminated and the proceedings 
in D.P.U. 9204 are closed. 
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New England Telephone & Telegraph 


Com pany 


Vv 


Department of Public Utilities 


— Mass —, 97 NE2d 509 
February 28, 1951 


QUITY action seeking annulment or other relief from rate 
E order which disallowed filed rates, canceled rates previous- 
ly approved, and ordered filing of new rates; upheld in part and 
modified in part. For Commission decision, see (1949) 83 

PUR NS 238. 


Appeal and review, § 49 — Scope of review — Rate order — Confiscation. 
1. The Federal and state constitutions require full opportunity for judicial 
review as to both facts and law where a rate established by a Commission 
is attacked as confiscatory, although rate fixing is not a proper judicial func- 
tion, p. 76. 

Rates, § 68 — Commission jurisdiction — Managerial functions. 
2. The Department may not, under the guise of rate making, interfere in 
matters of business detail with the judgment of a public utility’s officers, 
when reached in good faith and within the limits of reasonable discretion, 
p. 79. 

Return, § 26 — Cost of capital — Debt ratio. 
3. The Department, in determining a fair rate of return for a telephone 
company under the cost of capital theory, may consider the company’s debt 
ratio, particularly where the company is seeking additional capital and higher 
rates to obtain and support such additional capital, p. 79. 


Return, § 46 — Increased taxes — Cost of capital. 
4. The Department, in determining the fair rate of return for a telephone 
company under the cost of capital theory, may consider the increased Fed- 
eral income taxes and state franchise taxes incident to new stock capital, 


p. 79. 


Return, § 24 — Maintenance of credit — Attraction of capital. 
5. A public utility is entitled to earn a sufficient return to maintain its 
credit, to obtain additional capital when needed to enable it to serve its pub- 
lic, and to accumulate a reasonable surplus, p. 80. 


Return, § 24 — Reasonableness — Attraction of capital. 
6. A telephone company must be allowed a sufficient return on stock capital 
so that necessary stock capital can be obtained, if rates are to be fixed on a 
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cost of capital theory to yield only 3.45 per cent return on debt capital, 


p. 80 


Return, § 113 — Telephone company — Confiscation — Return on stock and debt 


capital. 


7. An allowance of only a 6 per cent return on stock capital of a telephone 
company is confiscatory and unlawful where less than 34 per cent is allowed 
on debt capital, with an over-all return of only 4.887 per cent on both kinds 
of capital if surplus is not entitled to earnings, and 4.768 per cent if surplus 


is entitled to earnings, p. 80. 


Return, § 113 — Telephone company — Confiscation — Cost of capital. 


8. A net return of less than 8.5 per cent on stock capital of a telephone com- 
pany, or less than 6.23 per cent on the sum of both stock and debt capital, 


was held to be confiscatory, p. 80. 


Return, § 6 — Reinvested surplus. 


9. A public utility is entitled to earn a fair return on surplus reinvested in 


its business, p. 84. 


Return, § 113 — Telephone company — Confiscation — Reinvested surplus. 


10. A return of less than 6.23 per cent on reinvested surplus of a telephone 
company was held to be confiscatory, p. &5. 


Appeal and review, § 69 — Action by appellate court — Review of rate order. 
11. The supreme judicial court, reviewing a rate order, must preserve the 
Department’s order to the extent that it is possible to do so without viola- 
tion of law, and it may not leave the company without any rates, p. 85. 





Appeal and review, § 69 


Action by appellate court — Modification of rate order. 


12. The supreme judicial court, in reviewing a rate order, may modify the 
the order by giving appropriate directions to the Department for such 
changes as will render the order lawful in all its parts, p. 85. 


Valuation, § 36 — Rate base determination — Prudent investment theory. 
Discussion, by Massachusetts court, of the prudent investment theory of 


rate making, p. 78. 


Return, § 26 — Reasonableness — Cost of capital. 


Discussion of the cost of capital method of determining the fair rate of 
return for a telephone company, p. 78. 


APPEARANCES: H. P. Moulton, 
Boston, C. C. Cabot, Boston, for New 
England Telephone & Telegraph Com- 
pany; F. E. Kelly, Attorney General, 
H. Freed, J. W. Kelleher, Boston, F. J. 
Quirico, Pittsfield, for defendant. 


Before Qua, CJ., and Lummus, 
Ronan, Spalding, and Williams, JJ. 


Qua, CJ. This is a suit in equity 
brought by the plaintiff, hereinafter 
called the company, under G. L. (Ter. 
Ed.) Chap 25, § 5,’ praying for the 
annulment of, or other relief from, an 
order of the Department dated March 
18, 1949, 83 PUR NS 238, in a pro- 
U. 8181, 


ceeding known as D. P. 





1 This statute provides that the supreme 
judicial court “shall have jurisdiction in equity 
to review, modify, amend, or annul any rul- 
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ing or order of the Commission [Department] 
: but only to the extent of the unlaw- 
fulness of such ruling or order.” 
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which disallowed a schedule of rates 


and charges filed by the company on 
April 21, 1948, canceled certain rates 
previously approved by the Depart- 
ment on July 24, 1947, 70 PUR NS 
56, and ordered the company to file 
on or before April 1, 1949, a new 
schedule of rates and charges which 
should be the same as those in effect 
before July 24, 1947, except for cer- 
tain specified changes designed to pro- 
duce approximately the same revenue 
as the rates of July 24, 1947. This suit 
is the same suit in equity to which ref- 
erence is made in Department of Pub- 
lic Utilities v. New England Teleph. & 
Teleg. Co. (1950) 325 Mass 281, 82 
PUR NS 142, 90 NE2d 328. 


Previous Rate Schedules 


There had been no increase in the 
company’s rates for many years prior 
to the approval by the Department of 
the rates of July 24, 1947, supra. 
Those rates increased the company’s 
earnings by approximately $5,000,- 
000 and have been known as the $5,- 
000,000 rates. The rates filed by the 
company April 21, 1948, and now dis- 
allowed by the Department would 
have still further increased the earn- 
ings by approximately $10,000,000 
making a total increase of $15,000,- 
000. These have been known as the 
$15,000,000 rates. The rates sub- 
stituted by the Department in the 
order now sought to be annulled 
preserved the original $5,000,000 


increase, largely by means of a sur- 
charge of 5 per cent upon custom- 
ers’ bills, and have been called the 
5 per cent rates. A further surcharge 
of 4 per cent allowed after the order 
now complained of to cover additional 
labor costs made the so-called 9 per 
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cent rates, which are not directly in- 
volved in this proceeding except as the 
5 per cent rates are included in the 9 
per cent rates. The history of these 
successive rates more fully appears in 
Department of Public Utilities v. New 
England Teleph. & Teleg. Co. supra, 
325 Mass at pp. 283-286, 82 PUR 
NS at pp. 145-147. 


The Stipulation, Reservation, 
and Report 


When this present suit came on for 
hearing before the single justice of this 
court, the company and the Depart- 
ment presented a stipulation wherein 
the company waived all issues except 
those relating to the adequacy of the 
return and the rate of return allowed 
by the Department, including as still 
open the subsidiary issues (a) of ade- 
quate return upon stock capital, (b) 
of a safe ratio of debt capital to total 
capital, and (c) of the right of the 
company to earnings upon reinvested 
surplus. This stipulation included an 
agreement as to certain facts, among 
them being that the average 1949 
Massachusetts intrastate rate base 
upon which the company was entitled 
to a fair return was $238,264,400, if 
the company was not entitled to earn- 
ings upon surplus reinvested in its 
plant, or $244,185,500, if the company 
was entitled to such earnings; that the 
company’s total capitalization, not in- 
cluding surplus, was $410,570,100, 
consisting of long-term debt of $135,- 
000,000, advances from the American 
Telephone and Telegraph Company of 
$120,000,000, and common stock 
amounting to $155,570,100, making 
a ratio of debt capital to total capital of 
62.1 per cent; that the surplus was 
$9,585,000 ; that the composite cost of 
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existing long-term debt was 3.613 per 
cent as found by the Department, 
which (according to the stipulation 
and the findings) could be reduced to 
3.45 per cent*® upon the acquisition 
of new debt capital at slightly lower 
cost ; and that the composite return on 
the rate base resulting from the De- 
partment’s order would be 4.887 per 
cent * if the company was not entitled 
to earnings on reinvested surplus and 
4.768 per cent * if the company was so 
entitled. Reference will be made to 
other facts agreed in so far as becomes 
necessary. It was further agreed that 
the case should be presented to the 
single justice upon the pleadings, the 
facts agreed, and the evidence pre- 
sented to the Department bearing upon 
rate of return for the determination of 
the issues “by the court upon its own 
independent judgment as to both law 
and fact.” 

In accordance with the stipulation, 
all the evidence bearing upon the rate 
of return, including a transcript of the 
voluminous testimony and including 
the exhibits, all of which had been re- 
ceived by the Department, was pre- 
sented to the single justice without 
additional evidence and, the evidence 
before him being entirely documentary, 
the single justice, at the request of the 
parties, reserved and reported the case 
for such relief, if any, as might be ap- 
propriate under G. L. (Ter. Ed.) Chap 
25, § 5. See Boston & A. R. Co. v. 
New York C. R. Co. 256 Mass 600, 
604, 605, PUR1927A 259, 153 NE 
19. 





*This percentage assumes a debt ratio of 
approximately 45 per cent, which the Depart- 
ment found to be safe, as hereinafter appears. 

8 These figures are on the basis of the full 
year 1949, and do not take into consideration 


88 PUR NS 76 


Scope of Judicial Review 


[1] It is elementary that the fixing 
of rates is not a proper judicial func- 
tion. On the other hand, where a rate 
established by a public regulatory body 
is attacked as confiscatory the Con- 
stitution of this commonwealth and 
seemingly still that of the United 
States require that there be a full op- 
portunity for judicial review as to both 
fact and law. The cases are collected 
and discussed in the recent decision of 
Lowell Gas Co. v. Department of Pub- 
lic Utilities (1949) 324 Mass 80, 
84-89, 78 PUR NS 506, 84 NE2d 
811, certiorari denied sub nomine De- 
partment of Public Utilities v. Lowell 
Gas Co. (1949) 338 US 825, 94 L ed 
501,70 S Ct71. See St. Joseph Stock 
Yards Co. v. United States, 298 US 
38, 49-54, 80 L ed 1033, 14 PUR 
NS 397, 56 S Ct 720; Federal Power 
Commission v. Natural Gas Pipeline 
Co. (1942) 315 US 575, 585, 586, 86 
L ed 1037, 42 PUR NS 129, 62 S Ct 
736; Federal Power Commission v. 
Hope Nat. Gas Co. (1944) 320 US 
591, 601, 602, 88 L ed 333, 51 PUR 
NS 193, 64 S Ct 281; Robert L. Hale 
in 55 Harv L Rev 1116, 1136-1140; 
39 Ill L Rev 160, 172,173; Donald S. 
Carmichael in 40 Mich L Rev 1077, 
1083, 1084; 51 Yale L Jour 1027, 
1032. It is the contention of the com- 
pany here that the rates set up by the 
order of the Department of March 18, 
1949, 83 PUR NS 238 (the 5 per cent 
rates ), do not permit a fair return upon 
the property of the company devoted 
to the public service and are confisca- 


the wage increase with which the Department 
dealt in a separate order (the 9 per cent rates) 
after the decision from which the present ap- 
peal was taken. 
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tory. That issue is before us in all its 
aspects. It was said, however, in St. 
Joseph Stock Yards Co. v. United 
States, supra, 298 US at p. 53, 14 
PUR NS at p. 405, 56 S Ct at p. 726, 
that “the court will not interfere with 
the exercise of the rate-making power 
unless confiscation is clearly estab- 
lished.”’ 


The Factual Background of the Case 


Certain undisputed facts form the 
background of the case and will in 
large measure determine the outcome. 
They are established by a plenitude of 
figures, charts, and testimony, but 
their substance may be stated in simple 
language. The company is one of the 
associated companies of the Bell sys- 
tem. Of its stock 68.9 per cent is held 
by the American Telephone and Tele- 
graph Company. During and since 
World War II there has been an im- 
mense increase in the demand for the 
company’s telephone service. The 
company has greatly increased its fa- 
cilities but nevertheless by the summer 
of 1948 shortly before the hearings be- 
gan before the Department it had not 
yet been able to catch up with the ac- 
cumulated applications for service. To 
enable the company to expand its plant 
to meet the vast public demand, and in 
accordance with a custom in the Bell 
system, the American Telephone and 
Telegraph Company has advanced to 
the company on unsecured demand 
notes at 2.75 per cent the sum of $120,- 
000,000, which amounts to between a 
quarter and a third of the total capital- 
ization of the company. This money 
was advanced in the expectation that 
it would be repaid in accordance with 
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the custom in the system out of new 
issues of securities by the company. 
The company is under an absolute ob- 
ligation to repay these advances but 
can do so only by means of acquiring 
new permanent capital either in the 
form of additional debt capital through 
bond issues or in the form of additional 
stock capital through stock issues. But 
the experts who testified were in 
agreement, and we suppose it is matter 
of common knowledge, that the pro- 
portion of debt capital cannot be ex- 
tended indefinitely without adversely 
affecting the credit of the company, 
injuring the market for its stock, and 
to some degree that for its bonds also. 
It would seem that the company, with 
a ratio of 62.1 per cent of debt capital 
to total capital, is already top heavy 
with debt, and that a substantial part 
of the new capital required must be 
raised by the sale of stock, how much 
will be a subject of discussion later in 
this opinion. And at this time, when 
it has become necessary to raise a sub- 
stantial amount of new capital through 
an issue of stock, we are confronted 
with the further undoubted facts that 
high costs of operation since the war 
have greatly impaired the company’s 
earning capacity relative to the capital 
invested, * so that the dividends upon 
the stock have decreased from 6 per 
cent to 4.25 per cent, and as the hear- 
ing before the Department approached 
its end the stock, of which the par 
value is $100, had fallen in the market 
so that it was hovering around $80 to 
$85. Moreover, the company is a New 
York corporation and under New 
York law cannot issue new stock at 
less than par. N. Y. Stock Corpora- 





4The Department finds that, although gross 
revenues in 1948 exceeded those in 1940 by 








nearly $51,000,000, the net earnings in 1948 
exceeded those in 1940 by only $126,000. 
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tion Law, McK. Consol. Laws, Chap 
59, § 69. Compare G.L. (Ter. Ed.) 
Chap 166, §§ 7, 8,9. Such in rough 
outline was the situation with which 
the company and the Department had 
to deal. The expert witness called by 
the attorney general in behalf of the 
public conceded that the company was 
faced with a very serious financial 
problem to which he could see no an- 
swer except in some way to increase 
earnings. 


Theories of Rate Making 


The Department approached the 
problem by way of its so-called theory 
of “prudent investment” upon which 
it and its predecessor Commissions 
have for many years relied in ascer- 
taining the property “actually used or 
useful for the convenience of the pub- 
lic’. See G.L. (Ter.Ed.) Chap 159, 
§ 26. As applied to this case the De- 
partment describes its method in these 
words, “our method is to ascertain, 
through appropriate steps, the value of 
the company’s investment in gross in- 
trastate plant in Massachusetts, to de- 
duct therefrom the amount of the com- 
pany’s corresponding depreciation re- 
serve, and to add thereto the amount 
of working capital, if any, required by 
the company in its intrastate oper- 
ations.” Application of this method 
led to the finding of the rate base of 
$238,264,400, and as_ hereinbefore 
stated the parties have now agreed 
upon this figure, subject to an increase 
to $244,185,500, if the company is en- 
titled to earnings upon its reinvested 
surplus. 


In determining the fair rate of re- 
turn upon the rate base, the Depart- 


ment adopted the “cost of capital” 
method. As to debt capital this means 
that the company is entitled to earn- 
ings which will pay its actual interest 
obligations as they accrue on existing 
debt capital and upon new debt capital 
required in the immediate future, and 
as to stock capital, according to a state- 
ment of the Department in the early 
part of its decision, it means “the 
amount which the company would 
have to pay in order to ‘hire’ its equity 


capital under current conditions,” 
subject to the important consequence, 
which the Department apparently 


recognizes, that commonly a company 
cannot issue new stock which will have 
a preferred position over stock already 
outstanding, and that the rate must 
therefore be sufficient to pay the same 
dividends upon all the stock that are 
required to enable the company to sell 
new stock. 

We pause here long enough to ob- 
serve that this court has never yet 
passed upon the soundness of the De- 
ment’s so-called “prudent investment”’ 
theory of fixing the rate base or 
of its corollary the “cost of capital” 
theory of determining the rate. See, 
however, Donham vy. Public Service 
Commission, 232 Mass 309, 313, PUR 
1919C 880, 122 NE 397; Lowell Gas 
Co. v. Department of Public Utilities 
(1949) 324 Mass 80, 94-96, 78 PUR 
NS 506, 84 NE2d 811. Both theories 
seem contrary to Smyth v. Ames 
(1898) 169 US 466, 546, 547, 42 L ed 
819, 18 S Ct 418,° which long dominat- 
ed judicial thinking, but at least in so 
far as constitutional limitations are 
concerned, both theories may be per- 
missible under such more recent deci- 





5 See Opinion of Justices (1925) 251 Mass 
569, 610, 147 NE 681; Horton v. Attorney 
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om (1929) 269 Mass 503, 509, 169 NE 
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sions as Federal Power Commission v. 
Natural Gas Pipeline Co. (1942) 315 
US 575, 586, 86 L ed 1037, 42 PUR 
NS 129, 62 S Ct 736; Federal Power 
Commission v. Hope Nat. Gas Co. 
(1944) 320 US 591, 602, 88 L ed 
333, 51 PUR NS 193, 64 S Ct 281, 
and Colorado Interstate Gas Co. v. 
Federal Power Commission (1945) 
324 US 581, 605, 89 L ed 1206, 
58 PUR NS 65, 65 S Ct 829. We 
are not required now to pass: upon 
these theories, since the company has, 
in general, accepted them as applied 
by the Department and has constructed 
its evidence before the Department in 
accordance with them. United R. & 
Electric Co. v. West, 280 US 234, 
249, 74 L ed 390, PUR1930A 225, 50 
S Ct 123. We accept them in so far 
as it is possible to do so for the pur- 
poses of this case, but without intend- 
ing to create a binding precedent for 
the future. 


Cost of Debt Capital 


In following the Department's 
theories, no particular difficulty is 
encountered in ascertaining the prob- 
able total cost of debt capital after 
the acquisition of $120,000,000 of re- 
quired new capital. We understand 
the stipulation of the parties and the 
pleadings to mean that the total cost 
of debt capital would then be 3.45 per 
cent,® if the debt ratio were reduced to 
45 per cent, and would be slightly high- 
er if the debt ratio were reduced to 35 
per cent. 


Cost of Stock Capital—Debt Ratio 


[2-4] It is in determining the cost 
of stock capital that serious difficulty 





6 The actual finding of the Department was 
3.448 per cent at a debt ratio of 44.5 per cent. 
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In this connection debt ratio 


arises. 
becomes a matter of more importance 
and has greater effect upon the cost of 
obtaining new capital. The company 
contended that in order to restore a 
sound capital structure it was neces- 
sary that enough of the required new 
capital should be in the form of stock 
capital to reduce the debt ratio to not 
more than 35 per cent. The Depart- 
ment, while recognizing the necessity 
of reducing the present debt ratio, was 
of opinion that a reduction to 45 per 
cent would be safe. The company fur- 
ther contends that debt ratio is a mat- 
ter for the exclusive determination of 
the management of the company. As 
to this last contention, we agree of 
course that a public regulatory board 
cannot assume the management of the 
company and cannot under the guise 
of rate making interfere in matters of 
business detail with the judgment of 
its officers reached in good faith and 
within the limits of a reasonable dis- 
cretion. Missouri ex rel. Southwest- 
ern Bell Teleph. Co. v. Public Service 
Commission, 262 US 276, 288, 289, 
67 L ed 981, PUR1923C 193, 43 S 
Ct 544, 31 ALR 807; Banton v. Belt 
Line R. Corp. 268 US 413, 421, 69 
L ed 1020, PUR1926A 317, 45 S Ct 
534; New England Teleph. & Teleg. 
Co. v. Department of Public Utilities, 
262 Mass 137, 146, PUR1928B 396, 
159 NE 743, 56 ALR 784; Havre De 
Grace & P. Bridge Co. v. Public Serv- 
ice Commission, 132 Md 16, 22-24, 
PURI918D 484, 103 Atl 319. But 
we think that in this instance, in the 
circumstances now existing and es- 
pecially in proceeding upon the “cost 
of capital” theory, the debt ratio is not 
a matter of that kind. This company 


is in effect seeking additional capital 
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and higher rates in order to obtain and 
support such additional capital. Debt 
ratio substantially affects the manner 
and cost of obtaining new capital. It 
seems to us that to say the Department 
could not even consider debt ratio 
would be to blind its eyes to one of 
the elements in the problem before it. 
From the standpoint of the company 
it might be better to have no debt 
capital at all. An honest board of 
directors might think so and at least 
from the standpoint of loyalty to the 
company’s interests it would be diff- 
cult to say that they had abused their 
discretion. Yet the evidence shows 
that such a decision under present con- 
ditions might well double or even triple 
the cost of new capital and increase 
correspondingly the burden laid upon 
the public for obtaining it. Surely the 
Department could give consideration 
to this matter. There was a great deal 
of evidence on the point which we can- 
not undertake to summarize here. It 
included opinion evidence and compar- 
isons with the debt ratios in other com- 
panies, not all of which, it is true, were 
wholly comparable. It appeared, how- 
ever, beyond question that under con- 
ditions existing at the time of the 
hearing before the Department, owing 
partly to the tax laws and to the in- 
creasing aggregations of capital in the 
hands of insurance companies and sav- 
ings institutions, which are restricted 
in their stock investments, debt capital 
was very plentiful and cheap, while 
stock capital was difficult to obtain and 
comparatively expensive. The Depart- 
ment also took into consideration the 
increased Federal income taxes and the 
state franchise tax incident to new 
stock capital These might well 


amount to millions of dollars annually 
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and might seriously increase the cost 
to the public of stock capital compared 
to that of debt capital. We think that 
the Department could properly con- 
sider these additional taxes as elements 
in the problem before it. Detroit v. 
Public Service Commission (1944) 
308 Mich 706, 715-718, 54 PUR NS 
65, 14 NW2d 784. Upon all the evi- 
dence, and remembering that the bur- 
den of proof is upon the company, G.L. 
(Ter.Ed.) Chap 25, § 5, we are not 
prepared to say that the refusal of the 
Department to adjust its rates to a 
reduction in the debt ratio all at once 
under particularly adverse conditions 
from the high point of 62.1 per cent to 
an ideal ratio of 35 per cent or lower 
and the Department’s adoption of the 
figure of 45 per cent were in them- 
selves unlawful or confiscatory. 

In reaching this conclusion we have 
not overlooked the persuasive effect of 
G.L. (Ter.Ed.) Chap 166, § 2, which 
in substance limits Massachusetts tele- 
phone and telegraph companies to a 
334 per cent debt ratio. But this 
statute does not apply to a New York 
corporation, and its weight as indicat- 
ing sound policy is greatly weakened 
by the facts that it was enacted ap- 
proximately a century ago when the 
disparity in availability and in cost be- 
tween debt capital and stock capital 
could not have been anticipated, and 
that Massachusetts companies have 
generally been so few in number and 
small in size that there has been little 
occasion to amend the statute to meet 
changed conditions. 

[5-8] We are unable, however, to 
follow the finding of the Department 
that a 6 per cent return on stock capital 
is adequate. We find no evidence to 
support the proposition that under the 
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prevailing conditions new stock capital 
could be had at all unless the rate of 
return thereon was substantially in- 


creased above this figure. Sev- 
eral expert witnesses of undoubted 


competency testified upon the point 
most elaborately and after careful 
study and research. They differed 
somewhat as to the rate of return 
on stock capital necessary to sell 
new stock. The lowest estimate was 
that of the witness called by the 
attorney general in the interest of the 
public, who testified that 8 per cent 
would be required at a 45 per cent debt 
ratio. Estimates of experienced wit- 
nesses called by the company, some of 
them, so far as appears, wholly disin- 
terested, were somewhat higher and 
were based upon a debt ratio of only 
35 per cent. All witnesses agreed that 
the price of the stock must go sub- 
stantially above par in the market be- 
fore an issue of new stock could be 
sold. At the time this testimony was 
given the stock was selling substan- 
tially below par. Even the witness 
called in behalf of the public testified 
in substance that in order to float an 
issue of new stock the intrinsic worth 
of the stock ought to approach $120 
a share, and that increased earnings 
were necessary. Indeed, the Depart- 
ment itself did not attempt to find in 
the face of this evidence that new stock 
capital could be obtained at a 6 per 
cent return. Its finding was that such 
return was “fair, reasonable, adequate 
for the company’s needs, and likely un- 
der normal and representative condi- 
tions to maintain the price of the com- 
mon stock at or above its par of 100.” 
This may or may not be true, but it 
does not reach to the real point. The 
question was not what return might 
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[6] 81 


maintain the stock at par in some 
hoped for representative period. The 
question was a much more immediate 
and practical one. Here is one of our 
greatest and most necessary public 
utilities. It cannot be permitted to fail 
in its service to the public. It was 
legally and morally bound to increase 
its service to meet an insistent public 
demand. It did so by borrowing 
$120,000,000 on demand notes from 
a source which fortunately was avail- 
able to it. It must repay this money 
in the near future. It cannot expect 
to retain this borrowed money indef- 
initely as part of its capital structure. 
Its only means of repayment is by ob- 
taining new capital. Concededly it 
must not increase its debt ratio. It 
must therefore sell a _ substantial 
amount of stock. On the evidence it 
can do this only if it is allowed a re- 
turn on stock capital substantially 
larger than the 6 per cent allowed by 
the Department. On this part of the 
case we agree with the following two 
paragraphs taken from the opinion of 
the dissenting member of the Depart- 
ment. (83 PUR NS 238, 353.) 
“The fact is, that the investors of 
New England have apparently lost 
confidence in these securities. This 
is indeed unfortunate, but it is true. 
The stock, which is listed in Boston 
and New York, is currently selling at 
about 82, and has not been above 90 
in a year or more. The majority has 
adopted a so-called ‘historical basis’ of 
arriving at the cost of equity capital, 
losing sight of the fact that this com- 
pany is going to be compelled to float 
new issues, not in the period of from 
1938 to 1946, and certainly not in 
1925, but now and on the present mar- 
ket. No witness anywhere in the rec- 
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ord including the commonwealth’s 
own witness Whiteside, testified that 
the company could acquire new equity 
capital at less than 8 per cent. 

“The company has been receiving 
revenues under an emergency rate in- 
crease since July, 1947, of about $5,- 
000,000 in excess of its prior ‘1946’ 
rates. We are now informed that this 
emergency increase is to be canceled 
but that, on the other hand, an increase 
of almost exactly the same amount 
over the prior ‘1946’ rates will restore 
the company’s earnings to the point 
where its stock will go up some twenty 
points on the market. I feel this is a 
peculiar logic and one which is lacking 
in realism. Neither my own observa- 
tions nor the testimony before us cause 
me to believe that any such result will 
follow.” 


It is repeatedly stated or im- 
plied in the decided cases, so far as 
we know without contradiction, that 
one of the constitutional rights of a 
regulated utility is the right to earn a 
sufficient return to maintain its credit 
and to obtain additional capital when 
needed to enable it to serve its public. 
Bluefield Water Works & Improv. Co. 
v. West Virginia Pub. Service Com- 
mission, 262 US 679, 693, 67 L ed 
1176, PUR1923D 11, 43 S Ct 675; 
Missouri ex rel. Southwestern Bell 
Teleph. Co. v. Public Service Com- 
mission, 262 US 276, 291, 67 L ed 
981, PUR1923C 193, 43 S Ct 544, 31 
ALR 807, Brandeis and Holmes, JJ., 
concurring; Federal Power Commis- 
sion v. Hope Nat. Gas Co. (1944) 
320 US 591, 603, 88 L ed 333, 51 
PUR NS 193, 64 S Ct 281; Colorado 
Interstate Gas Co. v. Federal Power 
Commission (1945) 324 US 581, 605, 
89 L ed 1206, 58 PUR NS 65, 65 
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S Ct 829. See Fall River Gas Works 
Co. v. Gas & E. L. Comrs. (1913) 214 
Mass 529, 538, 102 NE 475; Lowell 
Gas Co. v. Department of Public Utili- 
ties (1949) 324 Mass 80, 97, 78 PUR 
NS 506, 84 NE2d 811; United R. & 
Electric Co. v. West, 280 US 234, 
249, 74 L ed 390, PURI1930A 225, 
50 S Ct 123. It is sometimes added 
that earnings should be sufficient to en- 
able something to be passed to surplus, 
id. 280 US at p. 252, PUR1930A 
at p. 230, 50 S Ct at p. 126; Wabash 
Valley Electric Co. v. Young, 287 US 
488, 501, 77 L ed 447, PUR1933A 
433, 53 S Ct 234; Public Service Com- 
mission v. Southern Bell Teleph. & 
Teleg. Co. (1949) 253 Ala 1, 19-21, 
84 PUR NS 221, 42 So2d 655. See 
Re New England Teleph. & Teleg. Co. 
(1949) 115 Vt 494, 513, 79 PUR NS 
508, 66 A2d 135; Re Northwestern 
Bell Teleph. Co. (1942) 69 SD 36, 47, 
48, 46 PUR NS 293, 6 NW2d 165. 
The Department made no provision for 
surplus. Ifthe “cost of capital” theory 
on which the Department purported 
to proceed requires the cost of stock 
capital to be ascertained by reference 
to some supposedly normal period and 
in disregard of the stubborn facts ex- 
isting in the period when the capital 
must be raised, instead of by reference 
to “the amount which the company 
would have to pay in order to ‘hire’ its 
equity capital under current condi- 
tions” as stated in the Department’s 
own definition of that theory, the 
theory must give way to the extent 
necessary to afford the utility its con- 
stitutional rights. Stated in a differ- 
ent way, if rates are to be fixed on a 
“cost of capital” theory so that a re- 
turn of only 3.45 per cent is allowed 
on debt capital, the theory must be con- 
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sistently applied, and a sufficient re- 
turn must be allowed on stock capital 
so that in fact necessary stock capital 
can be acquired. We do not see that 
the situation is materially altered by 
the hope or even expectation that the 
American company will take the full 
68.9 per cent to which it is entitled out 
of any new stock issue. It is not 
bound to take any and might not do 
so. Moreover, if it took its full share, 
the necessity for selling a large block 
to the general public would still exist. 
For the reasons above set forth, we are 
forced to conclude that the allowance 
of only a 6 per cent return on stock 
capital, where less than 3} per cent has 
been allowed on debt capital, and the 
resulting over-all return on both kinds 
of capital is only 4.887 per cent, if 
surplus is not entitled to earnings, and 
4.768 per cent if surplus is entitled to 
earnings, was confiscatory and unlaw- 
ful. It seems proper to add that if 
we turn away from the method and 
consider only the result reached, an 
examination of the decisions of regu- 
latory boards and of courts convinces 
us that an over-all return of approxi- 
mately 4.8 per cent on the rate base is 
considerably below that which is rea- 
sonably expected and is generally being 
allowed on the capital of public utili- 
ties used and useful in the public serv- 
ice. 

Although it is beyond our power 
to fix rates and we certainly have no 
desire to attempt that task, yet it is 


45% debt 
55% stock capital x 8.5% 


Composite net return on total of both 
ee ge REN Pe ere ee 


In our opinion therefore a net return 
of less than 8.5 per cent on stock capi- 
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our duty to draw to the best of our 
ability the line where confiscation be- 
gins, and in the circumstances of this 
case, in order to make our decision as 
useful as possible and not merely the 
starting point of a series of attempts 
to ascertain by the method of trial and 
error just what figure this court would 
allow to stand, it seems that we should 
state where in our judgment on the 
evidence before us that line must be 
drawn. The Supreme Court of the 
United States did this in United R. & 
Electric Co. v. West, 280 US 234, 
252, 74 L ed 390, PUR1930A 225, 
50 S Ct 123. As previously stated, 
there is no dispute as to the cost of 
debt capital. But on all the evidence, 
and we have nothing else to go by, it 
is our opinion that a return of nothing 
less than 8.5 per cent will suffice to at- 
tract new stock capital at a debt ratio 
of 45 per cent and to enable the com- 
pany to restore its credit and properly 
to capitalize its new construction. 
This is somewhat less than the com- 
pany asserted and introduced evidence 
to prove that it must have and is only 
one-half of one per cent more than the 
expert witness called by the attorney 
general testified to be necessary. It 
should produce an over-all composite 
net return on all capital devoted to the 
public service (disregarding for the 
moment surplus reinvested in the busi- 
ness) of 6.23 per cent, as appears be- 
low: 


capital x 3.45% net return = 1.55% net return on whole capital 
net return = 4.68% net return on whole capital 





tal or less than 6.23 per cent on the 
sum of both kinds of capital is below 
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the level where confiscation begins. It 
does not follow that a considerably 
higher return might not fall within the 
range of reason and might not have 
been allowed by the Department, but 
our duty is performed by marking the 
line of confiscation. 


Return on Reinvested Surplus 


[9] But we are of opinion that the 
company is entitled to a fair return on 
its surplus which it has reinvested in 
its business and thus devoted to the 
public service. This money belongs to 
the company and not to its customers. 
The money could have been paid out in 
dividends to the stockholders. In- 
stead, it has been put into the plant for 
the benefit of the public, thus obviating 
the necessity of acquiring capital in 
some other manner upon which the 
company would have been entitled to 
a fair return. We are not impressed 
by the argument that this surplus must 
have been wrongfully exacted from 
past customers through excessively 
high rates and so should now be de- 
voted to the public service without 
compensation. Apart from the obvi- 
ous impossibility of restoring the mon- 
ey to a past generation of customers, 
there is not a scintilla of evidence that 
the money was wrongfully exacted in 
the first place. As hereinbefore stated 
good authority supports the proposi- 
tion that a public utility has a consti- 
tutional right to a sufficient return to 
enable it to accumulate a reasonable 
surplus. There is no reason to doubt 
that the rates of the company in past 
years have been fair and in accordance 
with the filed schedules which it was 
obliged to observe and which could 
have been reduced by the Department 
or its predecessor Commission if they 
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were excessive. The allowance of a 
fair return on reinvested surplus is 
not the same as a stock dividend, 
which is forbidden to Massachusetts 
telephone companies by G. L. (Ter. 
Ed.) Chap 166, §§ 9, 10. The ques- 
tion of the company’s right to a fair 
return on surplus devoted to the pub- 
lic service so long as it remains so 
devoted is practically settled by what 
was said in Fall River Gas Works 
Co. v. Gas & E. L. Comrs. (1913) 
214 Mass 529, 538, 539, 102 NE 475, 
and by what was said in Attorney 
General v. Trustees of Boston Ele- 
vated R. Co. (1946) 319 Mass 642, 
660, 661, 67 NE2d 676. And see 
Lowell Gas Co. v. Department of Pub- 
lic Utilities (1949) 324 Mass 80, 96 
(note), 78 PUR NS 506, 84 NE2d 
811. Our views are supported by 
the substantial weight of authority 
elsewhere. Public Utility Comrs. v. 
New York Teleph. Co. 271 US 23, 
31, 32, 70 L ed 808, PUR1926C 740, 
46 S Ct 363; Garden City v. Garden 
City Teleph. Light & Mfg. Co. 150 
CCA 25, PUR1917B 779, 236 Fed 
693, 696 ; Minneapolis v. Rand (1923) 
285 Fed 818, 822; Monroe Gas Light 
& Fuel Co. v. Michigan Pub. Utilities 
Commission, PUR1923E 661, 292 
Fed 139, 147; United States v. Dis- 
trict of Columbia Pub. Utilities Com- 
mission (1946) 81 US App DC 237, 
66 PUR NS 512, 158 F2d 533, 537; 
Grafton County Electric Light & P. Co. 
v. State, 77 NH 539, 542, PUR1915C 
1064, 94 Atl 193; Boonville v. Malt- 
bie (1935) 245 App Div 468, 473, 14 
PUR NS 93, 283 NYS 460, affirmed 
(1936) 272 NY 40, 15 PUR NS 376, 
4 NE2d 209; Brymer v. Butler Water 
Co. (1897) 179 Pa 231, 251, 36 Atl 
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249, 36 LRA 260; Erie City v. Public 
Service Commission, 278 Pa 512, 523, 
PUR1924D 89, 123 Atl 471. 


[10] This brings us at once to the 
question as to what rate of return the 
company is entitled to receive on rein- 
vested surplus, which is neither debt 
capital nor stock capital, but has been 
derived from both kinds of capital. In 
a case tried, as this case has been, on 
the theory of “‘cost of capital’’ it seems 
to us that the line of confiscation in the 
return on reinvested surplus is the 
same as that established for the com- 
posite return on debt and stock capital, 
to wit, 6.23 per cent, and that a lower 
rate of return would be confiscatory, 
and we so hold. 


Methods of Disposing of the Case 


[11, 12] Upon the foregoing con- 
clusions serious questions arise as to 
the proper disposition of the case. Ac- 
cording to the statute under which the 
case is before us we have “jurisdiction 
in equity to review, modify, amend, or 
annul any ruling or order of the Com- 
mission [Department] . . . but 
only to the extent of the unlawfulness 
of such ruling or order.”” Obviously it 
was the intent of the legislature, and it 
is our duty, to preserve the order of the 
Department to the extent that it is pos- 
sible to do so without violation of law. 
The order of March 18, 1949, 83 PUR 
NS 238, to which this suit relates, was 
in three parts.’ The first part disal- 
lowed the company’s $15,000,000 
rates. Taken by itself, there was 
nothing unlawful in this, since those 
rates were considerably above the 
level of confiscation, and so the De- 





7 We are leaving out of consideration inci- 
dental parts of the order relating to termina- 
tion of the investigation and similar matters. 
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partment was not obliged as matter of 


law to allow them. Whether they 
might properly have been allowed is 
not for us to say. This part of the 
order should be preserved if possible. 
The second part of the order can- 
celed the $5,000,000 rates authorized 
by the Department July 24, 1947, 70 
PUR NS 56. Taken by itself, there 
seems to have been nothing unlawful in 
this, since these rates were below the 
confiscation level, and so ought not to 
stand. This part of the order should 
be preserved if possible. The third 
part of the order set up the 5 per cent 
rates, which are confiscatory and can- 
not stand. This is the focal point of 
the difficulty. If this part of the order 


_is simply annulled, while the first and 


second parts stand, either the company 
will be left without any rates, which is 
inadmissible, G.L. (Ter. Ed.) Chap 
159, § 19; Department of Public Utili- 
ties v. New England Teleph. & Teleg. 
Co. (1950) 325 Mass 281, 284, 82 
PUR NS 142, 90 NE2d 328, or the 
rates will automatically become either 
those which were in effect before the 
$5,000,000 rates, which would be high- 
ly confiscatory, or the 9 per cent rates 
which are also confiscatory, since 
they are merely the 5 per cent rates plus 
an additional 4 per cent to cover an ad- 
ditional labor charge incurred after the 
filing of the $15,000,000 rates, which 
additional charge was not provided for 
in the 5 per cent rates allowed by the 
Department. It is not necessary now 
to determine which of the last-men- 
tioned alternatives would be the cor- 
rect one. On the other hand, if in 
order to avoid any of these results the 
first part of the order is annulled the 
consequence will be to leave the $15,- 
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000,000 rates in effect and to allow 
the company to keep the benefit of 
rates disapproved by the Department 
and substantially higher than the con- 
fiscatory level from March 18, 1949, 
supra, until such time as new noncon- 
fiscatory rates can be ordered and put 
into effect. This seems an unfortunate 
result, since it might lead utility com- 
panies to file extravagantly high rates 
in the hope that even if the Department 
disallowed them it might substitute 
rates so low that this court would hold 
them confiscatory, and the company 
would then get the benefit of its own 
high rates, perhaps for a considerable 
period of time. It is evident that much 
time is required to prepare, present, 
and decide one of these rate cases, even 
with the best efforts of counsel and the 
court. 


If the words of G. L. (Ter. Ed.) 
Chap 25, § 5, “The supreme judicial 
court shall have jurisdiction in equity 
to review, modify, amend, or annul any 
ruling or order of the Commission 
[ Department ] but only to the 
extent of the unlawfulness of such rul- 
ing or order” are to be interpreted nar- 
rowly and literally, and if the word 
“modify” refers only to such verbal 
changes in the order as this court can 
itself make in express words, there 
would seem to be no means of escape 
from one or another of the undesirable 
consequences enumerated above, which 
it is difficult to suppose the legislature 
intended to leave possible. If, how- 
ever, the word “modify” includes in a 
proper instance a direction to the De- 
partment to change its order in certain 
specified respects definitely stated and 
capable of being readily followed so as 
to eliminate all illegality, those conse- 
quences can be avoided, and the inter- 
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ference of the court with the action of 
the Department can be strictly confined 
“to the extent of the unlawfulness of 
such ruling or order.” Where the 
“unlawfulness” consists in confiscation 
the “extent of the unlawfulness” would 
seem to be measured by the degree of 
confiscation. We have already suffi- 
ciently indicated what degree of con- 
fiscation was involved in the Depart- 
ment’s order of March 18, 1949, 83 
PUR NS 238. We cannot ourselves 
correct the order by amendments 
which would cure the difficulty, because 
we are not in a position to determine 
which schedules would best be changed 
and in what amounts to produce the 
necessary result. Moreover, any at- 
tempt on our part to do this would lead 
us into the forbidden area of rate mak- 
ing. American Employers’ Ins. Co. 
v. Commissioner of Insurance (1937) 
298 Mass 161, 169, 170, 10 NE2d 76. 
Compare Re Janvrin (1899) 174 Mass 
514, 55 NE 381, 47 LRA 319. The 
Department, however, is equipped and 
competent to make the changes which 
we can easily define in general terms. 
We believe that the statute should be 
construed broadly enough to permit us 
to “modify” the order by giving appro- 
priate directions to the Department for 
such changes as will render the order 
lawful in all its parts. The Depart- 
ment in effect requests us to do this in 
its brief. The word “modify” lends 
itself to this construction. The word 
“amend” seems more appropriate to 
such verbal changes as we ourselves 
may write into the order. Both words 
are used in the statute. It is hardly 
likely that they were both used in ex- 
actly the same sense. It has long 
been a well-known practice of this court 
in equity cases to “modify” a decree of 
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a lower court by giving directions as 
to what should be done, even where it 
may be necessary to make further find- 
ings. Possibly this court had some- 
thing of this sort in mind when in suits 
in equity brought against this same 
Department under this same section 
the court said, “The determination of 
this matter called for the exercise of 
sound judgment, and it cannot be said 
that the Department erred as matter of 
law. No sufficient reason appears for 
sending the case back for further hear- 
ing upon this question.” (Italics sup- 
plied.) Boston & A. R. Co. v. New 
York C. R. Co. 256 Mass 600, 611, 
PUR1927A 259, 266, 153 NE 19, 22. 
By the adoption of this method the final 
order of the Department made pursu- 
ant to this decision will still be the 
order of March 18, 1949, supra, as 
modified, and will govern the rates 
from that date. The rates fixed in the 
order as modified in accordance with 
the decree of this court and in effect 
confirmed by the supplemental decree 
hereinafter mentioned, will be the sums 
“determined to have been legally col- 
lectible’”’ within the meaning of the con- 
dition of the bond given by the com- 
pany to protect its customers against 
overcharge in the event that the order 
of March 18, 1949, supra, should ulti- 
mately be “determined to have been 
valid in whole or in part.” 

We are hopeful that by the interpre- 
tation we have placed upon G.L.(Ter. 
Ed.) Chap 25, § 5, that statute will 
prove an efficient means through 


which this court can perform the duty 
laid upon it without leaving the De- 
partment and the utilities in doubt as 
to what is deemed confiscatory, and so 
without the necessity of repeated suits. 
This course could not have been taken 
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in Lowell Gas Co. v. Department of 
Public Utilities (1949) 324 Mass 80, 
78 PUR NS 506, 84 NE2d 811, be- 
cause of the lack of necessary detail in 
the decision of the Department. 


Effect of This Decision upon the 
9 per cent Rates 


A word should be said about the 
9 per cent rates which are not directly 
involved in this proceeding. These 
rates were ordered by the Department 
on May 13, 1949, to cover additional 
labor costs incurred by the company 
after it had filed the $15,000,000 rates 
on April 21, 1948, and because the De- 
partment did not allow anything for 
the additional labor item in its decision 
upon those rates of March 18, 1949, 
supra. Department of Public Utilities 
v. New England Teleph. & Teleg. Co. 
(1950) 325 Mass 281, 285, 286, 82 
PUR NS 142, 90 NE2d 328. In that 
case we held that the company had a 
right to a decision of the court upon 
its proposed $15,000,000 rates, and 
that all subsequent rate orders and 
rates were subject to such decision as 
this court should make on the $15,000,- 
000 rates. 325 Mass at pp. 291, 292, 
82 PUR NS at pp. 147-150. So 
now, when this decision of the court on 
those rates modifies the order of the 
Department of March 18,1949, supra, 
the rates contained in that order as 
modified by this decision supersede all 
rates subsequent to the filing of the 
$15,000,000 rates, including the 9 per 
cent rates. But the department has 
recognized the necessity of providing 
for the increased labor cost which the 
company has been paying for a period 
beginning before the order of March 
18, 1949. It follows that in calcu- 
lating the rates required to produce 
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a net return of 8.5 per cent on stock 
capital at a 45 per cent debt ratio it will 
be necessary to include these increased 
labor costs as operating expenses. 


Conclusion 


The result is that the first part of the 
order of the Department of March 18, 
1949, supra, disallowing the $15,000,- 
000 rates is to stand; that the second 
part of the order canceling the $5,000,- 
000 rates is to stand; but that the third 
part of the order setting up the 5 per 
cent rates is to be so modified as to pro- 
vide for a net return of at least 8.5 per 
cent on stock capital and 6.23 per cent 
on reinvested surplus, the Department 
to determine the detailed schedules re- 
quired to produce that result, and in so 
doing to include the increased labor 
cost in operating expenses. A final de- 
cree to that effect is to be entered by 
the single justice. In order, however, 
that there may be rates in force while 


the modified schedules are being pre- 
pared, the decree shall provide that this 
suit be retained in this court; that that 
part of the decree which sustains the 
Department in disallowing the $15,- 
000,000 rates shall not become effec- 
tive ; and that the interlocutory decrees 
of May 23, 1949, and May 25, 1949, 
staying respectively the enforcement of 
the Department’s order of March 18, 
1949, supra, relative to the $15,000,- 
000 rates and its order of May 13, 
1949, relative to the 9 per cent rates be 
continued in effect, so that the com- 
pany can continue to charge the $15,- 
000,000 rates subject to the bond— 
all until it shall be made to appear to 
the court that the Department’s 5 per 
cent rates have been modified as re- 
quired by the decree, when a supple- 
mental decree shall be entered, reciting 
that fact and declaring this suit at an 
end. 
So ordered. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Telephone Company 


2—U-2292 
March 6, 1951; rehearing denied March 23, 1951 


ROCEEDING to determine proper refund of overcharges col- 
lected under temporary telephone rate schedule; reparation 
ordered. 


Return, § 111 — Telephone company — Maximum return to test reasonableness 
of temporary rate. 

1. A maximum return of 7 per cent was used to test the reasonableness of 
temporary rates at the several exchanges of a telephone company where the 
highest rate of return permitted any exchange when the rates were estab- 
lished was 6.7 per cent, in view of the time element involved in the consum- 
mation of a dial conversion and plant-margin-restoration program and the 
use of 5-year average rates of return in the order originally establishing 
rates, p. 92. 


Expenses, § 109 — Tax allowance — Temporary rates. 

2. The Commission, in determining the annual amount by which the gross 
revenues of a telephone company should be reduced in order to eliminate 
net operating income in excess of 7 per cent on the rate bases projected under 
its dial program, will apply the various state tax rates and the Federal in- 
come tax rate in effect while the temporary rates were applied, with no 
license fees on additional revenues being allowed except for income tax pur- 
poses, p. 93. 


Reparation, § 39 — Telephone overcharges — Refund by exchanges. 
3. A fair and reasonable allocation of the refund of overcharges collected 
under temporary telephone rates should be made to each class of service 
by applying to the amount refundable at each telephone exchange the per- 
centage distribution of increases under the temporary rates, p. 94. 


Reparation, § 39 — Telephone overcharges — Method of refunding flat rates. 
4. The amount of refund for each flat rate telephone subscriber per month 
can be obtained by dividing the refundable amount for the service classifica- 
tion by the number of subscriber months within that classification during the 
period in which the temporary rates found to be excessive were in force, and 
then multiplying the result by the number of months in the period during 
which the subscriber took service, p. 95. 


Reparation, § 39 — Telephone overcharges — Measured service — Method of de- 
termination. 
5. The proper refund for telephone overcharges collected pursuant to tem- 
porary rates for measured service, semipublic service, and PBX trunks 
should be based upon a percentage of the subscribers’ bills obtained by 
dividing the total billing within the classification by the total amount re- 
fundable for the classification, p. 95. 
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Reparation, § 39 — Method of making refunds — Telephone overcharges. 
6. A telephone company which is required to make refunds for overcharges 
collected pursuant to temporary rates may elect either to issue credits on 
future bills or make cash refunds, whichever can be done at the least cost 
to it; provided, however, that such refunds shall be completed by the last 
day of the calendar year in which the refunds are ordered, p. 95. 


Directing Refunds 


By the Commission: Under date 
of November 7, 1947, 32 Wis PSC 
422, the Commission issued an order 
prescribing temporary rates for the 
applicant. That order as subsequently 
amended by consent of the applicant 
provided inter alia: 

“That Wisconsin Telephone Com- 
pany shall keep accurate and detailed 
records of all billings under the rates 
prescribed herein, and said company 
is hereby authorized and directed to 
make refund to any of its subscribers 
of the total amount of charges under 
the temporary rates herein prescribed 
which shall be in excess of the charges 
that would have been made to any 
such subscriber under rates which will 
be prescribed in the final order in this 
proceeding for such refund purposes. 
Such refunds, if any, shall be deter- 
mined by allocating to the various 
classes of customers in the several 
communities served by the company, 
the company’s revenues as increased 
by the proposed temporary rates filed 
by the company, such allocation to be 
based upon the method used by the 
Commission in distributing the com- 
pany’s revenues in the establishment 
of permanent rates in the final order.” 

Hearings with respect to the orig- 
inal application were held at Madison 
before Commissioners Lynn H. Ash- 
ley, W. F. Whitney, and Samuel 
Bryan on March 10 and 11, May 13 
and 14, and June 16, 17, and 18, 
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1947. Commissioners Ashley and 
Whitney conducted a hearing on April 
8, 1947, and Commissioners Whitney 
and Bryan conducted the April 22, 
1947, hearing. A portion of the 
hearing before Commissioners Ashley, 
Whitney, and Bryan on September 15, 
1948, was devoted to the question of 
modification of the original order pre- 
scribing temporary rates dated No- 
vember 7, 1947. The agreed-upon 
modification appears at page 1579, and 
the applicant’s consent thereto appears 
at page 1581 of the transcript of the 
proceedings in this docket held on 
September 15, 1948. 


APPEARANCES: Wisconsin Tele- 
phone Company, by Francis J. Hart, 
General Counsel, and John A. Ander- 
son, Attorney, Milwaukee; city of 
Manitowoc, by Edward Meyer, City 
Attorney, by Judge Albert H. Schmidt 
and Roman C. Herman, City Asses- 
sor, Manitowoc; city of Madison, by 
Harold E. Hanson, City Attorney, 
Madison; city of Fond du Lac, by 
Mayor Edwin F. Weis, Fond du Lac; 
city of Sheboygan, by J. W. Wilkus, 
City Attorney, Sheboygan; village of 
Whitefish Bay, by James D. Porter, 
Village Attorney, by Roger D. Mc- 
Intyre, Milwaukee; city of West 
Allis, by John C. Doerfer, City At- 
torney, West Allis, and Ferdinand 
A. Glojek, Assistant City Attor- 
ney, Milwaukee; city of South Mil- 
waukee, by Robert E. Mullins, City 
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Attorney, South Milwaukee; city of 
Milwaukee, by Walter J. Mattison, 
City Attorney, by Joseph L. Bednarek, 
Assistant City Attorney, Milwaukee; 
city of Sheyboygan Falls, by Lester C. 
Weisse, City Attorney, Sheyboygan 
Falls; town of Greenfield, by J. Finn 
Grimes, Milwaukee ; town of Lake, by 
C. R. Dineen, Attorney, Milwaukee ; 
city of Wauwatosa, by Roy R. Stauff, 
City Attorney, Milwaukee; village of 
Shorewood, by Hubert Wolf, Attor- 
ney, Milwaukee; city of Cudahy, by 
John G. Jursik, City Attorney, Cud- 
ahy; village of Fox Point, by Max- 
well H. Herriott, Attorney, Mil- 
waukee. 

Municipal Defense Committee, rep- 
resenting the following communities: 
Baraboo, Burlington, Columbus, Cud- 
ahy, Fond du Lac, Hartford, Janes- 
ville, Jefferson, Juneau, Ladysmith, 
Madison, Manitowoc, Marinette, 
Menomonie, Merrill, Oconomowoc, 
Omro, Peshtigo, Sheyboygan, Shulls- 
burg, Watertown, Waupaca, Wau- 
watosa, Green Lake, Hartland, Hor- 
tonville, Monona, Pewaukee, West 
Milwaukee, West Allis, Whitefish 
Bay, Wrightstown, Kenosha, and 
Milwaukee, by Maxwell H. Herriott, 
Attorney, Milwaukee. 

Of the Commission staff: H. T. 
Ferguson, Chief Counsel, George P. 
Steinmetz, Chief Public Service Engi- 
neer, H, J. O’Leary, Chief, rates and 
research department, and A. R. Col- 
bert, Chief, division of accounts and 
finance. 

sriefs were submitted by Francis 
J. Hart for the petitioner and by Max- 
well H. Herriott for the Municipal 
Defense Committee. Oral argument 
was presented before the full Com- 
mission on July 28, 1947, by John 
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Anderson, for Wisconsin Telephone 
Company, Maxwell Herriott, for the 
Municipal Defense Committee, John 
Doerfer, city of West Allis, Joseph 
Bednarek, city of Milwaukee, and 
Harold E. Hanson, city of Madison. 


O pinion 

At the time the November 7, 1947, 
order, supra, 32 Wis PSC at p. 423, 
prescribing temporary rates, was is- 
sued the Commission pointed out 
that : 

“To attempt to prescribe different 
rates (other than those proposed by 
the applicant) on any other basis 
would involve nearly as much labor 
and time as would be required to make 
a final order in this proceeding; and 
thus, the purpose of the Commission 
in prescribing temporary rates would 
be defeated.” 

The extent of the over-all increase 
in rates by the applicant was set forth 
in the Commission’s opinion and order 
of September 18, 1947, 32 Wis PSC 
248. In that opinion the Commission, 
at p. 277, stated: 

“The increase of $6,400,000, as in- 
dicated herein, if such amount can be 
obtained under reasonable rates, estab- 
lishes the allowable level of profits for 
the intrastate operations of the com- 
pany as a whole. In pricing out the 
service in order to conform rates with 
the cost and worth of the service at 
the several exchanges and for the vari- 
ous classes of service, variations in the 
levels of profit will inevitably occur. 
Reasonable deviations in profit levels 
are permissible in order to facilitate 
the institution of a balanced rate 
structure. However, it is not in- 
tended that excessive profits at cer- 
tain exchanges or for certain classes 
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of service should be permitted for the 
purpose of offsetting the lack of rea- 
sonable profits at other exchanges or 
for other classes of service which may 
be unobtainable under salable rates.” 

One of the principal issues in the 
proceeding was the method to be 
adopted by the Commission in allocat- 
ing rate increases among the appli- 
cant’s 91 exchanges. The applicant 
had urged the so-called “system-wide” 
method, while on the other hand cer- 
tain intervening objectors had advo- 
cated the individual “exchange” 
method. It was contemplated that 
the issue would be decided by the 
Commission’s final order in the pro- 
ceeding. However, at the date of is- 
suance of the order prescribing tem- 
porary rates November 7, 1947, supra, 
the issue had not been resolved, and 
the Commission indicated that it 
would not hold up the prescription of 
temporary rates pending decision of 
the issue. The temporary rates pro- 
posed by the applicant reflected to a 
considerable degree the applicant’s 
view that rates should be considered 
only on a system-wide basis, with 
group rates established on the basis 
of the number of subscribers served at 
the individual exchanges. 

The modification of the November 
7, 1947, order, supra, which modifica- 
tion was consented to by the applicant, 
requires the Commission to determine 
the refund liability of the applicant by 
applying to the record, made prior to 
September 15, 1948, the formula or 
method adopted by the Commission in 
its final order in this docket dated 
July 18, 1949, 34 Wis PSC 311, 80 
PUR NS 482, with respect to the allo- 
cation of rate increases among ex- 
changes. 
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Reference to the Commission’s or- 
der of July 18, 1949, supra, shows 
that it adhered to the rate-making 
principles set forth in the original or- 
der in this docket dated September 18, 
1947, supra. The Commission gave 
expression to those principles by first 
ascertaining over-all revenue require- 
ments and then allocating such over- 
all requirements to the individual ex- 
changes in such a manner that no 
individual exchange would produce an 
unreasonably high rate of return. 

Because of the continuing dial-con- 
version program of the applicant the 
Commission, in its order of July 18, 
1949, supra, gave considerable weight 
to the average level of operations an- 
ticipated for the 5-year period 1948- 
1952. The highest rate of return per- 
mitted any exchange under the aver- 


age level of operations was 6.7 per 


cent. In most instances under the 
average-level method the rate of return 
would be lower than the average in 
the earlier years and higher than the 
average in the latter part of the period. 

[1] With the foregoing considera- 
tions in mind the Commission consid- 
ers that the maximum rate of return 
to be permitted under the temporary 
rates might be somewhat higher than 
the maximum average rate allowed in 
the July 18, 1949, order, supra. As 
will be shown subsequently, one of the 
principal matters of record prior to 
September 15, 1948, was a study sub- 
mitted by the applicant showing the 
effect upon plant, expenses, and net 
income of an immediate conversion to 
dial and the restoration of adequate 
plant margins. In view of the time 
element involved in the consummation 
of a dial-conversion and plant-margin- 
restoration program and the use of 5- 














year average rates of return in the 
July 18, 1949, order, supra, the Com- 
mission concludes that a maximum 
return of 7 per cent can properly be 
used to test the reasonableness of the 
temporary rates at the several ex- 
changes. 

The following data with respect to 
rate bases, revenues, expenses, and 
rates of return are based upon exhib- 
its and supporting working papers 
submitted by the applicant prior to 
September 15, 1948. The data are 
limited to exchanges which show re- 
turns in excess of 7 per cent under 
dial operation. [Tables I to III 
omitted. ] 

The data shown for dial operation 
actually covers some exchanges which 
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at the time were dial operated, others 
which were to be converted, and still 
others where no conversion, in the im- 
mediate future, was contemplated. Of 
the 16 exchanges listed in the table 
it was contemplated that 4 would re- 
main manually operated, 9 were al- 
ready completely dial operated, one 
partially dial operated, and only 2 of 
the exchanges were scheduled for dial 
conversion together with the comple- 
tion of the dial conversion in Mil- 
waukee. However, in all cases, the 
data reflect the additional plant and 
expenses associated with the restora- 
tion of adequate plant margins. 

[2] The estimated annual net oper- 
ating income in excess of 7 per cent 
is shown in Table 4 following. This 


Taste IV 


Rate Base, Increases under Temporary Rates and Net Operating Income and Revenues 
in Excess of 7% Return 


Based on 9 Month Period July 1, 1946—April 1, 1947 


Net Plant Annual Annual Revenue 
Including Net Operating Revenue Decrease Required 
Working Income in Increase to Eliminate 
Capital and Excess of under Net Operating 
Materials and 7% Return Temporary Income in Excess 
Exchange Supplies Rates of 7% Return 
ID, cs ccinscn eaten $154,000 $2,120 $24,929 $3,754 
Cedarburg ......... 115,000 1,050 2,089 1,840 
EE rasan ot Saen 116,000 3,680 10,599 6;449 
es eee 1,105,000 9,250 124,187 16,548 
SED. atc <cpiccal 61,000 730 1,021 1,279 
DE npc cheat at 50,000 400 7,597 701 
ESS are 1,426,000 21,980 86,492 39,738 
Little Chute ....... 44, 920 4,312 1,612 
Manitowoc ........ 736,000 24,680 44,488 44,153 
Milwaukee ........ 48,263,000 73,590 3,238,000 133,045 
Oconto Falls ...... 35,000 250 2,556 438 
Pewaukee ......... 57,000 1,910 2,225 3,347 
NE oh cto ate oak 867,000 17,610 8,750 31,504 
Waukesha ......... 648,000 9,840 31,409 17,604 
West Bend ........ 145,000 1,150 20,172 2,036 
Williams Bay ..... 47,000 1,410 (1,165) 2,471 
BE coos ieus $170,570 $3,607,661 $306,519 


table also shows the annual amount 
gross revenues would need be re- 
duced in order to eliminate net oper- 
ating income in excess of 7 per cent 
on the rate bases projected under the 


dial program. These amounts have 
been determined by applying the vari- 
ous state tax rates and the Federal 
income-tax rate in effect while the 
temporary rates were applied. License 
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fees on additional revenues were dis- 
allowed except for income tax pur- 
poses, such action being consistent 
with the action taken by the Commis- 
sion in its original order of September 
18, 1947, 32 Wis PSC 248. 


It may be noted from Table IV that 
at the Hartland, Pewaukee, Superior, 
and Williams Bay exchanges, the an- 
nual revenue reductions required to 
eliminate excess returns are greater 
than the annual revenue increases ob- 
tained under temporary rates. At 
Williams Bay the temporary rates re- 
sulted in reduced rates. The Commis- 
sion is of the opinion that the annual 
refunds should not exceed the tem- 
porary rate increases granted and that 
no refund should be made at the Wil- 
liams Bay exchange. Thus, the total 
annual revenue decrease required to 
eliminate the excess return would be 
reduced from the $306,519 | total 
shown in Table IV to $279,914. 

The Commission order of Novem- 
ber 7, 1947, 32 Wis PSC 422, directed 
that the temporary rates become effec- 
tive at the various exchanges at vary- 
ing dates closely following the date of 
the order. The order of July 18, 
1949, establishing permanent rates 
terminated the temporary rates at 
varying dates shortly after twenty 
days subsequent to July 18, 1949, 34 
Wis PSC 311, 80 PUR NS 482. 
Thus, the approximate period during 
which the temporary rates were effec- 
tive is slightly less than twenty-one 
months on the average, with some 
variations among exchanges, and also 
some variation within exchanges 
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where rotation billing was effective. 
For these reasons it is not possible 
to compute precisely the total refund 
at any exchange. However, pursuant 
to the terms of the Commission’s or- 
der of November 7, 1947, supra, the 
applicant was required to keep accu- 
rate and detailed records of all bill- 
ings on the temporary rates, so that 
the total refund can be ascertained by 
relating such billings to the annual 
totals set forth in Table IV, for all 
exchanges except those where the 
maximum refund is limited to the rate 
increase granted. 

[3] The schedules of temporary 
rates prescribed on November 7, 1947, 
included not only adjustments in the 
rates for various main-station services 
but also rates for extension, various 
types of equipment, installation and 
move charges, and adjustments of 
rate-base-area boundaries. [xcept for 
the main-station rates, most of the 
other rates prescribed are standard 
rates effective at all exchanges, and 
for this reason the Commission be- 
lieves that the refunds should be 
confined to rates for main-station serv- 
ices. The Commission is of the opin- 
ion that a fair and reasonable alloca- 
tion of the refund to be made to each 
class of service is obtained by applying 
to the amount refundable at each ex- 
change the percentage distribution of 
increases under the temporary rates 
which were estimated at the time when 
the rates were proposed by the appli- 
cant. For all exchanges except Mil- 
waukee these percentages are as set 
forth in Table V as shown on page 95. 
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TABLE V 


Percentage Distribution of Refunds Among Classes of Services 
for Exchanges Except Milwaukee 


Business Residence 
1- Semi- PBX 1- 2- 4- 
Exchange Party aoe Rural Public Trunks Party Party Party Rural Total 
Jo Jo %o Jo Jo Jo Jo Jo Yo Yo 
Baraboo ....... 23.22 4.61 0.98 3.00 1.30 20.44 1660 28.50 1.35 100.00 
Cedarburg | ae _ 1.50 4.29 13.07 — 32.90 21.52 26.72 100.00 
Delavan ....... 13.42 0.82 8.64 3.04 3.01 22.91 23.84 16.70 7.62 100.00 
Eau Claire .... 17.70 5.53 0.32 4.20 7.23 7.55 42.98 14.01 0.48 100.00 
Hartland ...... 15.35 1.60 11.50 2.74 0.85 1582 27.64 21.28 3.22 100.00 
ae 28.49 7.63 0.45 6.90 1.20 17.87 14.10 22.61 0.75 100.00 
Kenosha ...... 19.34 5.48 1.13 8.74 7.91 19.15 34.02 4.23 — 100.00 
Little Chute ... 14.51 3.44 _— 2.82 _ 10.64 33.30 35.18 0.11 100.00 
Manitowoc .... 13.26 1.01 0.17, 10.09 11.44 14.37 43.49 6.17 — 100.00 
Oconto Falls .. 19.04 5.13 — 1.49 4.28 10.94 12.16 46.96 — 100.00 
Pewaukee ..... 10.31 0.28 4.93 4.93 0.89 7.56 19.45 35.44 16.21 100.00 
ae — — —_ 52.17 47.83 —_— _ — — 100.00 
Waukesha ..... 16.75 0.42 2.56 5.81 12.77 19.34 39.18 3.17 — 100.00 
West Bend .... 20.73 3.28 1.49 3.18 8.75 14.48 35.02 11.64 1.43 100.00 


For the Milwaukee exchange the 
percentage distribution is as follows: 


Class of Service % 
Business— 
l-party measured and auxiliary lines 29.70 
Coin RE boss canndcccensss 2.92 
EE ithe vewaenncedaics 3.09 
REA ee ee ee 0.93 
err 6.87 
PORE: 6st ne codeascsawetades 16.02 
Residence— 
ey rere 5.19 
<<. ~ DY Siveshewawetetead 4.22 
ee S..  - eeMueeiamieewala 13.66 
FR ee Pe ee ee 0.32 
l-party—Measured ................ 3.40 
, 7 (formerly 4-party) 13.68 





[4,5] Application of the foregoing 
percentages to the total amount re- 
fundable will yield the amounts at 
each exchange which are to be re- 
funded to the various classes of sub- 
scribers. Where flat rate service is 
involved the amount of refund for 
each subscriber per month can be ob- 
tained by dividing the refundable 


amount for the service classification 
by the number of subscriber-months 
within that classification during the 
period the temporary rates were in 
The refund to any subscriber 


effect. 
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within the classification can then be 
obtained by multiplying the foregoing 
amount by the number of months in 
the period during which the subscriber 
took service. For measured service, 
semipublic service, and PBX trunks, 
refunds should be based upon a per- 
centage of the subscribers’ monthly 
bill. This percentage can be obtained 
by dividing the total billing within the 
classification by the total amount re- 
fundable for the classification. In 
Milwaukee certain subscribers’ classi- 
fications were discontinued during the 
period the temporary rates were in 
effect. In such cases it will be neces- 
sary for the applicant to carry such 
subscribers through to their new clas- 
sification in order to ascertain the re- 
funds due to them. 

[6] In order to hold the cost of 
making the refunds to a minimum, 
the applicant, where circumstances 
permit, may elect either to issue cred- 
its on future bills or make cash re- 
funds, whichever can be done at the 
least cost to it, provided however, 
that such refunds shall be completed 
by December 31, 1951. The appli- 


88 PUR NS 








WISCONSIN PUBLIC SERVICE COMMISSION 


cant is directed to make every reason- 
able effort to locate subscribers who 
have moved away and to complete the 
refunds to such subscribers by Decem- 
ber 31, 1951. However, the refund 
liability of the applicant and the right 
of the subscriber to such refund shall 
terminate after December 31, 1951, 
if the applicant has been unable to lo- 
cate the subscriber after the exercise 
of reasonable diligence. 
Findings of Fact 

The Commission finds: 

1. That the temporary rates pre- 
scribed by Commission order of No- 
vember 7, 1947, 32 Wis PSC 422, 
which were continued in effect until 
superseded by permanent rates pre- 
scribed by order of July 18, 1949, 34 
Wis PSC 311, 80 PUR NS 482, were 
excessive and thereby unreasonable 
and unlawful at each of the ex- 
changes except Williams Bay set 
forth in Table III [omitted herein]. 

2. That the amounts set forth in 
Table III for each of the exchanges 
are reasonable and proper bases for 
rate-making purposes. 

3. That based on the record in this 
proceeding prior to reopening by 
Commission order of July 13, 1948, 
the operating incomes and rates of re- 
turn shown for each exchange in Ta- 


ble III, are those which reasonably 
could then be anticipated under the 
temporary rates. 

5. That with the exception of Wil- 
liams Bay, refunds should be made so 
as to reduce the estimated rate of re- 
turn to a maximum of 7 per cent ex- 
cept that in no case should the annual 
refund exceed the annual increase in 
revenue anticipated under the tem- 
porary rates. 

6. That the amounts of the refunds 
to the various classification of sub- 
scribers and to individual subscribers 
should be determined in accordance 
with the methods set forth in the fore- 
going opinion. 

7. That said refunds shall be made 
and completed by December 31, 1951, 
and that all liability for refunds by the 
applicant shall terminate after that 
date. 


Conclusion of Law 


The Commission concludes: 

That an order should be issued pro- 
viding for refunds as herein pre- 
scribed. 

ORDER 


It is therefore ordered: 

That Wisconsin Telephone Com- 
pany shall make refunds to its sub- 
scribers in accordance with the fore- 
going opinion and findings. 
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Texas Gas Proposes 
$45,300,000 Expansion 


T= Gas TRANSMISSION CORPORATION 
outlined before the Federal Power Com- 
mission recently plans for a $45,300,000 pipe 
line project that will bring more natural gas to 
defense industries and homes in seven mid- 
western states and the Appalachian area. 

The company asked the FPC to authorize 
a 600-mile pipe line expansion that would raise 
the company’s daily delivery capacity by 240 
million cubic feet to over 900 million cubic 
feet a day. 

Included in the expansion program are the 
following— 

1. Construction of 189-miles of 26-inch pipe 
linking gas-gathering subsidiaries in south- 
west Louisiana with the main Texas Gas line 
in the northeastern part of the state. 

2. Construction of 412 miles of 26-inch pipe 
line along the company’s present system from 
Louisiana to northern Kentucky, and addition 
of 18,580 compressor horsepower, including 
new stations near Shreveport, Louisiana and 
Madison, Indiana, 


Fire Extinguisher Guide 


Awa line folder, covering the most 
complete line of portable and special pur- 
pose fire extinguishers available to industry, 
has been published by Stop-Fire, Inc. A handy 
chart provides an easy-to-use guide for select- 
ing the right extinguisher, Chlorobromome- 
thane and all standard, approved extinguishing 
agents are used in this line of equipment, 
which provides a number of exclusive, 
patented features. 

Copies are available from Stop-Fire, Inc., 
125 Ashland place, Brooklyn, New York, 


Canfield Elected President 
Of P. U. A. A. 


OHN E, CANFIELD, public information direc- 
tor of the Wisconsin Power and Light 

Company, was elected president of the Public 
Utilities Advertising Association recently at 
the Association’s 30th annual convention. Mr. 
Canfield succeeds William B. Hewson, as- 
sistant vice president of the Brooklyn Union 
Gas Company. 

Other new officers are: First vice president 
—Paul L. Penfield, Detroit Edison Company ; 
Second vice president— Walter G. . Heren, 
Union Electric Company of Missouri; Third 
vice president—C, Fred Westin, Public Serv- 
ice Electric and Gas Company of New Jersey; 
Secretary—George G. MHanel, Connecticut 


| Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by aes 
also notices of changes in personnel. 





Light and Power Company ; Treasurer—Mead 
Schenck, Interstate Power Company of 
Dubuque, Iowa, 


Dallas Power & Light Plans 
$27,500,000 Expansion 


Lanes Power & Licut Company plans to 
spend an estimated $27,500,000 on new 
facilities during the next three years, ac- 
cording to G. L. MacGregor, president. 

The new budget is on top of $35,000,000 
the company has spent on expanding its power 
capacity during the last five years. The com- 
pany’s postwar construction program to date 
has nearly doubled its generating capacity. Its 
plants now are capable of producing 332,500 
kilowatts of electricity, compared with 118,000 
at the end of World War II. 


Arkansas Pwr. & Lt. to Build 
Two New $15,000,000 Plants 


J. grad Power & LicHt CoMPANY is 
planning construction of two $15,000,000 
electric generating plants. It also plans to 
double the capacity of its Lake Catherine plant 
near Hot Springs, according to C. Hamilton 
Moses, president. 

Mr. Moses said the two new plants should 
be in operation by 1955 with a total production 
capacity of 270,000 kilowatts. 


Booklet Shows How Tape Can 
Stop Pipe Corrosion 


He to stop service pipe corrosion with tape 
is explained in a new 4-page brochure, 
available on request from Minnesota Mining 
and Manufacturing Company, St. Paul. 

The brochure tells how a single tape— 
“Scotch” brand electrical tape No. 22—can 
effectively combat the corrosive action of 
moisture, alkalies, oils, fats, and fungi on 
underground gas service pipes. 

Featured is the report of a gas company 
which cites six advantages for the tape: (1) 


(Continued on Page 34) 












Sag sort construction, pow- 4 
erful leverage, wire snips. 1 
Weighs 9 ozs. Complete 
with flat lettered dies $6 
Slotted or recessed po a 
STaitionel. Order direct. 


A. C. GIBSON CO., INC. surate 5. x ¥. 
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exceptional corrosion protection; (2) three 
times faster to apply; (3) good conformabil- 
ity with 125 per cent stretch; (4) elimination 
of hot coating methods; (5) easier spot re- 
pairing; and, (6) improved public relations. 

Also included in the 4-page brochure are 
nine pictures showing application techniques, 
and a three-part listing of the tape’s chemical, 
physical, and electrical properties. 


Kansas-Nebraska Natural Gas 
Plans Pipeline Extension 


JK 4ms4s-Nemasxa N'aTuRAL Gas COMPANY 
is planning to expand its pipeline system 
capacity from 164,200,000 cubic feet daily to 
182,600,000 cubic feet. 

The expansion program, estimated to cost 
nearly $1,000,000 will enable the company to 
service additional communities in Nebraska 
and Colorado. 


Elliott Bulletin : 


ULLETIN Q-14 “Elliott Equipment for 
Power Plant and Industry,” has just 
released by Elliott Company, Jeannette, 

Pennsylvania. 

Liberally illustrated, this booklet reviews 
the complete Elliott line; describes briefly the 
major steam and electrical products of the 
five Elliott plants. Material is organized into 
sections, one covering steam and related 
equipment (turbines, centrifugal blowers, con- 


densers, heaters, tube cleaners, etc.), the other 
devoted to rotating electrical equipment 
(motors, generators, motor-generator sets, 
etc.). 


So. Indiana Gas & Elec. Plans 
$12,000,000 Development 


HE directors of Southern Indiana Gas and 

Electric Company recently authorized a 
$12,000,000 construction development on the 
first unit of a new steam power plant on the 
Ohio river east of Evansville. This is part of 
a $20,000,000 long-range electric and gas pro- 
gram designed to supply the increased electric 
and natural gas requirements of this growing 
region. 

The plant will be named the F. Bayard 
Culley station in honor of the company’s presi- 
dent, under whose direction since 1934 the 
company’s electric and gas revenues have 
quadrupled and electric generating capacity 
has been increased 200 per cent. The new addi- 
tion will increase system capacity to 160,000 
kilowatts. 


New O. Z. Catalog-Price Book 


A HANDY, compact, easy reference manual 
has been made available by O. Z. Elec- 
trical Manufacturing Company, Inc., 262 
Bond street, Brooklyn, New York. The new 
manual contains illustrations, catalog number, 
(Continued on Page 36) 











The addition of offset-lithog- 
raphy presses to our facili- 
ties for letter-press printing 
makes our service to utility 
companies more impressive 
than ever before. 

We are available 24 hours 
a day, 7 days a week... 
because we know that our 
ultimate test is achieving the 
highest standards of quality 
within the limits of your 
deadline. 


CONFIDENTIA 


JUNE 21, 1951 








Mention the FortN1GHTLY—I¢t identifies your inquiry 





Your CLEVELAND TRENCHERS protect your profits by protecting your 
estimates and schedules. Every CLEVELAND gives you more work— 
more different kinds of work—during more months of the year 
—with less costly down-time for repair and maintenance. With 
CLEVELANDS your trench is “On Time—Everytime”. Check with the 
nearest utility or municipality that has standardized on CLEVELANDS. 
See your local distributor for the full story or write direct. 


THE CLEVELAND TRENCHER CO. 
20100 ST. CLAIR AVENUE © CLEVELAND 17, OHIO 
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price, and weight of the complete line of O. Z. 
electrical fittings, 


Competition to Help “Mobilize 
Lighting Knowledge” 
2st details of the recently announced 1952 

Merit Award Competition, sponsored by 
the 4th International Lighting Exposition, 
were released recently by G, T, Morrow, chair- 
man of the Merit Award Committee. “The 
purpose and objective of the 1952 Merit Award 
Competition as well as the 4th International 
Lighting Exposition, to be held in Cleveland, 
May 6-9, 1952, is to help mobilize ‘lighting 
knowledge for a stronger America from the 
standpoint of the latest equipment, installa- 
tion methods, and application techniques,” ac- 
cording to Mr. Morrow. 

Requests for application blanks and copies 
of official rule booklets should be addressed 
to: Merit Award Competition, 4th Interna- 
tional Lighting Exposition and Conference, 
326 W. Madison street, Room 818, Chicago 6. 


Gas Industry Improves Accident 
Prevention Record 


HE coordinated effort toward the preven- 

tion of on-the-job accidents which the gas 
industry has been making for the past two 
years is meeting with remarkable success, W. 
H. Adams, chairman of the Accident Preven- 
tion Committee of the American Gas Asso- 
ciation announces. A few years ago the in- 


dustry’s safety record was unfavorable. So 
much so that Hugh H. Cuthrell, vice presi- 
dent, The Brooklyn Union Gas Company, and 
then president, AGA, placed accident preven- 
tion near the top of the list of his objectives 
for the betterment of the industry in 1949. 

This splendid objective was also selected by 
D. A. Hulcy, president, Lone Star Gas Com- 
pany, and current president, AGA. Just a few 
weeks ago, a new study was completed, Mr. 
Adams announced, and it showed that during 
1950 fatalities in the gas industry were re- 
duced 35 per cent and the accident frequency 
rate dropped from 17.92 accidents per 1,000,- 
000 man hours of work to 15.22, a reduction of 
12 per cent. 


Standard Transformer Issues 
New Bulletin 


oto. STANDARD TRANSFORMER COMPANY an- 
nounces the publication of a new 32-page 
84 in. by 11 in. bulletin on Current, Potential 
and Metering Transformers. 

Packed with technical information in the 
form of detailed drawings, accuracy limits, 
ratio and phase angle curves, Bulletin S-501-B 
is an aid to anyone working with instrument 
transformers. 

Printed in two colors, the bulletin is indexed 
and illustrated with halftone reproductions 
throughout. It is three-hole punched for easy 
use, either in a ring binder or a file. A copy 
may had by writing The Standard Trans- 
former Company, Warren, Ohio. 





VOT 


THIRTY-FIVE YEARS 
OUTSTANDING SERVICE 


A CHANCE TO GO FISHING 


There's nothing like a financing operation to confound and upset plans 
for a weekend fishing trip. And there's nothing like assigning Lincoln to 
do the printing in order to help smooth away obstacles. You can then 
take your relaxation with the knowledge that capable hands and con- 
scientious watchfulness on our part will ensure that no hitch will mar 


your pleasure. 


TO YOUR INDUSTRY 
IN FINANCIAL AND 
CORPORATE 


NEW YORK PLANT mt) 


CHICAGO PLANT 732 


JUNE 21, 1951 


Printing 


* Of a= 


CEDAR 
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Our 35 years’ experience mean much to you. 


STREET 6 WOrth 44-3760 


STREET 5 WAbash 2-400 
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With a Dodge “*Job-Rated’’ truck you save on 
gas and oil and upkeep. You save time and 
work and trouble. 


Along with these important savings, you 
get the benefits of more than 50 improve- 
ments. You get more power than ever, greater 
ease of handling, new comfort, and riding 
smoothness, smart new styling! 


You’ll find a complete range of Dodge “*/Jobd- 
Rated” trucks to meet every utility trucking 
need— 14-ton through 4-tons, including the 
versatile Dodge Power-Wagon and powerful 
6-wheelers. 

Find out from your nearby Dodge dealer how 


much you save with a truck that fits your 
job—a Dodge “Job-Rated”’ truck! 


How a Dodge truck is “Job-Rated” 
for utility operations 


A Dodge “Job-Rated” truck is engi- 
neered at the factory to fit a specific 
job... save you money... last longer. 


Every unit from engine to rear axle 
is “Job-Rated’”’—factory-engineered to 
haul a specific load over the roads 
you travel and.at the speeds you 
require. 


Every unit that SUPPORTS the load— 
frame, axles, springs, wheels, tires, 
and others—is engineered right to 
provide the strength and capacity 
needed. 


Every unit that MOVES the load— 
engine, clutch, transmission, pro- 
oolas shaft, rear axle, and others—is 
engineered right to meet a particular 
operating condition. 


Job-Rolad TRUCKS DO THE MOST FOR YOU 
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GETTING RIGHT 
DOWN TO CASES 


... in providing fire protection for transformers 











At 5:25 P.M. on Sept. 7, 1949, an explosion blew off the 14” x 36” handhol 
cover of the high voltage disconnect switch chamber on top of a 20,00 
KVA, 36/13.8 KV transformer at the Harvard Street Substation. Abou 
120, gallons of flaming oil were released. 

The Grinnell MULSIFYRE System operated at once and saved the trans; 
former from further damage. 


POTOMAC ELECTRIC POWER COMPANY, Washington, D. C. : 
CASE 1 





CASE 2) Stat SET rome come, so tes 


At approximately 7:00 P.M. on Wednesday, September 14, 1949, the 3 
phase pothead on the oil-filled high voltage terminal compartment of 3 
13,800/33,000 Volt, 12,000 KVA feeder transformer failed. The oil drained 
out of the compartment and ignited. 

The Grinnell MULSIFYRE System protecting this transformer had beer 
completed except for the automatic controls. The Deluge Valve was tripped 
manually and the fire was extinguished “almost immediately, thereby pre 
venting extensive damage to the transformer and adjacent equipme 
Damage was limited to $1200.” 









F AS E 3 NARRAGANSETT ELECTRIC COMPANY, Providence, R. I. 


Early in 1945, drizzle-wetted coal dust, streaking 
on an insulator, caused a flash-over which ignited 
an oil spill. 

Manual operation of a gate valve turned on the 
fixed MULSIFYRE System, extinguishing the fire. 


Don’t take chances! If your transformers are not pro- 
tected by this emulsion-forming spray system, get the 


full facts by writing to: Grinnell Company, Inc., Provi- 
dence, R. I. Branch offices in principal cities. 


erinnen Malafyic 


EMULSION-EXTINGUISHMENT OF OIL FIRES 
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' Gas Goardians/ 


SPRAGUE 


CAST IRON AND ALUMINUM CASE 


GAS METERS 
and 
REGULATORS 


For high, medium and low pres- 

sures in manufactured, natural 

and liquefied petroleum gases. 
* 


Gas Measurement Engineers have 
been acquainted with the accuracy, 
unequalled service and low maintenance cost of Sprague Meters and 
Regulators for over fifty years. For simplicity of design, rugged con- 
struction and quality of materials, Sprague products are unrivaled in 
their field. 















SPRAGUE NO. 1A METER 


Modern methods demand that devices of this nature must be inter- 
changeable to keep maintenance costs low. 
The foresight of Sprague Engineers in the 
past, today makes the oldest Sprague 
models as efficient as the newest. 


The services of the Sprague Engineering 
Staff ore at your disposal. Data and prob- 
lems of gas measurement and control will 
be gladly furnished. Write for a complete 
set of catalogs. SPRAGUE 1500 REGULATOR 





THE SPRAGUE METER COMPANY 


BRIDGEPORT 4, CONNECTICUT 
BRANCHES DAVENPORT IOWA © HOUSTON TEXAS 


LOS ANGELES CAL © SAN FRANCISCO CAL 
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By combining the flexibility of punched cards with the versatility of elec- 
tronic tubes, IBM Accounting has developed greater advantages than ever. 


Utilities now save even more time in the over-all accounting pattern... 
employees have more time for other productive work. Electronic machines 
simplify the meter-reader’s job, do complex bill computations at fantastic 
speed, reduce still further the time necessary for cash-stub sorting. 


IBM’s practical application of electronics to business machines, as in 
the Electronic Calculating Punch, illustrated above, has resulted in 
reduced costs for utilities . . . better service for their customers. 








INTERNATIONAL BUSINESS MACHINES CORPORATION 
590 Madison Avenue, New York 22, N. Y. 
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Can You Be Confident ? 


F in conjunction with your next annual meeting— 





or at some contemplated special meeting—pro- 
posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 
proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 





National or Sectional Coverage 





e * 


DUDLEY F. KING 


Associates: 
JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS * PHILIP H. CARPENTER * WARREN W. AYRES 


70 PINE STREET, NEW YORK 5, NEW YORK 








42 Public Utilities Fortnightly June 21, 1951 














NO ! 
ine ton! PROCEEDINGS 
1950 CONVENTION 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 














The Rural Telephone Problem—Federal Encroachment upon State Regulation in the 
Public Utility Field—Highway Safety—Effect of Defense Legislation on Public Utility 
Regulation—History of Subsidies to Public Utilities—Telephone Studies Report— 
Excess Profits Tax Report—Accounts and Statistics—Depreciation—Engineering— 
Legislation—Resolutions adopted by the association. 


Price—$10.00 





OTHER PUBLICATIONS OF THE ASSOCIATION 


Telephone Separations Manual: 
This manual is the result of the NARUC and FCC Joint Committee studies, and develops 
a system of procedure providing for allocating telephone operating expenses and invest- 
ment among exchange, state toll, and interstate toll service on both the board-to-board 
and station-to-station bases of rate making. (Printed, 87 pages) .................... $2.00 


Depreciation: 

1943-44 Reports of Committee on Depreciation—(Reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis 
of the problems of depreciation in public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 


no dp odbc a. dadobaae ps Soup o¥ suet as vnabuee pas eee $4.50 
1948) Letter Symbols for Mathematics of Depreciation .......................200005 1.00 
1948) Half Cycle Methods of Estimating Service Life ................. 0. cee eeuee oe 
1950) Remaining Life Basis of Accounting for Depreciation .... ...............000000 50 
Interpretations of Uniform System of Accounts for Electric Utilities— 
ES TON SCE RUE 5.6.6 6-5:50 0b 00660 20 bhbe es 0666006 s eceeeses 1.50 
Interpretations of Uniform System of Accounts for Gas Utilities— 
SE ROU CON CONTE Seco cc cbadosccdscesesesedesdsersecnccceseves 1.50 
Interpretations of Uniform System of Accounts for Water Utilities— 
Cases Nos. 1-64 (1938-1950) ....... ve ce es ee sc cegrerereccessseoocceeoeoos 1.50 


(Where remittance accompanies order, we pay forwarding charges.) 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 
7413 NEW POST OFFICE BUILDING, POST OFFICE BOX 684 WASHINGTON 4, D. C. 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





Tae American Aprpraisat Company 


ORIGINAL COST STUDIES ¢e VALUATIONS ¢ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 











$2 Ford, Bacon & Davis 


42D nae 
VALUATIONS JPY int CONSTRUCTION 
REPORTS g 5 RATE CASES 

NEW YORK © PHILADELPHIA © CHICAGO e LOS ANGELES 








GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 
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INCORPORATED 
ENGINEERS © CONSULTANTS * CONSTRUCTORS 


NEW YORK + READING + WASHINGTON + HOUSTON ¢ PHILADELPHIA - ROME + MANILA + MEDELLIN 


GA GILBERT ASSOCIATES 


FOUNDED 1906 











JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street = CHICAGO * Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 














HENKELS & McCOY 


ELECTRIC & TELEPHONE LINE CONSTRUCTION CO. 
6100 N. 20th St., Philadelphia 38, Pa. — Wilmington, Del. — Erie, Pa. — Altoona, Pa. 


Transmission Distribution — Overhead, Underground « Construction Maintenance « Ball Field Lighting 
Right of Ways ¢ Chemical Control ¢ Tree Trimming ¢ Gas and Oil Lines . . . Now Working in 14 States 








CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 


N ARBOR. MICHI 
APPRAISALS—IN VESTIGATION iS_DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, Lo 
ORIGINAL COST AND Regulatory and PROPERTY 
DETERMINATION 
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Te Krulpian Groton 


ENGINEERS @ CONSTRUCTORS 





1200 NORTH BROAD STREET, PHILADELPHIA 21, PA. 
WASHINGTON, D.C. © ROME, ITALY « CALCUTTA, INDIA 
CARACAS, VENEZUELA e MEXICO CITY, MEXICO 





GAS 
ELECTRIC 
WATER 


William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specializing in REGULATORY 
A 
COST ANALYSIS “PROBLEMS 
for past 35 years 
Send for brochure: ‘‘The Value of Cost Analysis to Management"’ 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








80 FEDERAL STREET a<- BOSTON 10, MASS. 


CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 








RATES 


SAFETY 

PENSIONS INSURANCE 
BUDGETING SERVICE ADVERTISING 
PERSONNEL ACCOUNTING 
ENGINEERING co. SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 


TAXES 


MIDDLE WEST FINANCE 











CONSULTING, DESIGNING AND 


231 SOUTH LA SALLE STREET. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


OPERATING ENGINEERS 
PURCHASING 
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SANDERSON & PORTER 
ENGINEESS 


CONSTRUCTORS 


& 











Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 


Consulting Engineering 


80 BROAD STREET 


NEW YORK 4, N. Y. 











ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 

Water, Sewage and industrial Waste Problems 
Airfields, Refuse Incinerators, Industrial Bulidings 
City Planning, Reports, Valuations, Laboratory 


121 SOUTH BROAD STREET PHILADELPHIA 7 








ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anpb SERVICE CO. 
327 So. LaSalle St., Chicago 4, tL 











BLACK & VEATCH 


CONSULTING ENGINEERS 
pereinale, aaveptigetions ane re- 
aaa esign an apes of con- 
Porention re) Public ite Properties 


4706 BROADWAY 





KANSAS CITY, MO. 


GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


HARRISBURG, PENNSYLVANIA 


Reports—A 
sepor 





Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 














EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building 











Indianapolis, Ind. 


W. C. GILMAN & COMPANY 
Consulting Engineers 


Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 
55 Liberty Street New York 5 
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FrRANcis S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SoUTH MICHIGAN AVENUE, CHICAGO 


Organization and Procedural Studies 


ARTHUR LAZARUS 
MANAGEMENT CONSULTANT 


70 Pine Street * New York 5, N. Y. 
BOwling Green 9-5165 








SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadelphia 2, Pa. 
Tel. Rittenhouse 6-3037 


LUCAS & LUICK 


ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSauie St., CHicaco 








HARZA ENGINEERING CO. 


Consulting Engineers 


L. F. 
E. MONTFORD FUCIK CALVIN V. DAVIS 
Hydro-Electric Power Projects 
on Lines, System Management, 
Dams, Foundations, Harbor Structures, 
Soil Mechanics 


400 W. MADISON ST. CHICAGO 6, ILL. 


A. S. SCHULMAN ELEctTric Co. 


Electrical Contracting Engineers 


TRANSMISSION LINES—UNDERGROUND DisTRI- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


2416 SouTH MICHIGAN Ave. CHicaco 














JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














LAURENCE S. KNAPPEN 
Consulting Economist 


Cost of Capital and Rate of Return Studies 
Analyses of Financial Statements 
Rate Case Investigations 
Revenues end Expenses 
919 Eleventh Street, N.W., Washington i, D. C. 
Telephone: National 7793 





United States Testing Company, Inc. 














LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Illinois 








WESTCOTT & MAPES 


ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 
UTILITIES — see PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 
NEW HAVEN CONNECTICUT 
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COMPARE THIS NEW ENGINEERED CONTROL... 





No longer need you assemble four or five different 
controls with their connections — requiring as many 
as fourteen joints! GasaPack users report that reduc- 
tion in assembly and inventory costs alone make 
Gasarack adoption worth while! 


The A-P Gasapack — a modern control designed for 
modern furnaces and heaters —to provide the utmost 
in economy, accessibility, convenience and safety. All 
controls built into a compact, efficient, good-looking 
unit you will be proud to use on your heater! 

















[a)’s modern Gasapack’ 
combines all 5 necessary controls 
into one simple compact unit 


With Gasapack, you have only One unit to install, One unit, which eliminates 
the usual pressure regulator, solenoid or diaphragm valve, A-cock, B-cock, 








and pilot filter, with i i i 
Check These Advantages P ith their clutter of nipples, reducers and other fittings. 
Instead, you have a single ENGINEERED control — simple and economical to 
@ ONE unit replaces ALL —rere controls with their install, easy to operate, silent, efficient and comy dable. No wonder 
connections; no “assembly” ' 
users say that it is the greatest advance in gas controls in twenty years! 
@ Noiseless operation — no annoying 1g clicks or hum to 
irritate users. Gasapack’ 's completely silent operation; 100% safety features; its unique 
1008 Safe Lighting; 100% Fail- Safe Automenie Pilot. bility; the availability of simple thermostatic controls; its compactness — 
Shur -— Dalioan Pecmase Dagettens Ns Say these are only a few of the reasons why Gasapack makes such a hit with 
© Compact size—37¢” x 514” x 514” permite wide lati- manufacturers who require a modern control for modern furnaces and heaters. 
tude in styling. It will pay you to get the complete story on the Gasapack. Write for Bulle- 
@ Complete adaptabiiity to manual, automatic electric tin G8 today. 


or automatic mechanical control. 





Je mess DEPENDABLE Controls 


For Modern Gas Heating 


A-P CONTROLS CORPORATION 


(formerly Automatic Products Company) 
2470 N. 32nd Street e Mil n 45, Wi 5 
In Canada: A-P Controls Corporation, Lid., Cooksville, Ontario 
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“8 Outages a moi 
cut to zero. with 
‘CSP’ Transformer’ 


“Until three years ago, we were having 
siderable transformer trouble due to 
ning. ‘CSP’ Transformers proved to be 
solution,’“’ reports a New Hampshire Util 


“One particularly troublesome 2,400-volt ¢ 
ventional transformer required re-fusing ab 
twice a week during the lightning season. ¢ 
time the lightning arresters were actually bl 
up. We installed a ‘CSP’ Transformer and 
outages have been experienced since.” 

Installation and maintenance costs for “ 
(Completely Self-Protecting) Transformers 
always lower, because complete protective eq 
ment is built in, not separately mounted. A 
year survey of Electric Light and Power 


panies shows the following: 


NATIONAL AVERAGES 
“csp” 


Installation Costs} $13.87 $24.74 
Burn-out Rate 0.257% 1.005% 
Fuse Outages None 5.64% (at $6.52 p r0 
Load Checks Automatic 12.8% 
Breaker Reset 1.02% None 


If you’d like to check your own costs agair st 4 
national averages, ask your Westinghouse repre. ent 
for Booklet B-4247-B, “Transformer Costs ar 4 
Relation to Profits”. Westinghouse Electric Cor} ofa 
P. O. Box 868, Pittsburgh 30, Penna. J 








CSP DISTRIBUTION 
TRANSFORMERS 





